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THE UNITED STATES SOCIAL SECURITY ACT 
(A Stupy oF Socran INSURANCE IN A FEDERAL COUNTRY) 


THE passage last August by the Congress of the United States 
of the Federal Social Security Act ! is evidence of a great change 
in American public opinion. Under the long-continued pressure 
of the depression, the majority of Americans came to feel that 
the system of individualism had failed to provide the masses 
with adequate protection against indigent old age and unem- 
ployment. The election of President Roosevelt gave a large 
measure of political expression to these beliefs and the present 
Act is one of the results. 


1. The Background. 


The problems of adequately developing such legislation in a 
federal country such as the United States are far more complicated 
than are those faced by the more centralised governments of 
Europe. As most Englishmen know, the powers not delegated 
to the federal government by the Constitution are vested in the 
state governments. Since the Constitution was enacted at a 
time when there was no distinct wage-earning class, that document 
is completely silent on such issues and the power of dealing with 
them has almost universally rested with the states. But since 
the country is one unit economically, this division into forty-eight 
legislative units has created great difficulties. States have been 
reluctant to pass labour legislation which would put the employers 
of their territory at a competitive disadvantage with firms in 
states without such laws. This has naturally operated to prevent 
much social legislation from being passed and to keep a large 
share of the Acts down to relatively low standards.” 

1 Public No. 271, 74th Congress (H. R. 7260). 

2 Lest European readers pride themselves unduly on the fancied superiority 
of their governmental systems, it might be well to remember that federation with 
all its difficulties has enabled most of a continent to live together in comparative 
peace. It contrasts not unfavourably with the division of Europe into different 
nations and with the attendant diplomacy, competitive armaments and periodic 


wars which result. 
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The Roosevelt administration sought to overcome this 
difficulty in the field of social insurance and set itself to work out 
a plan whereby the states, under federal leadership, could go 
forward together or where at the very least the more progressive 
states would be protected from the “ unfair competition ”’ of the 
more conservative. Before the concrete steps taken by that 
administration are analysed, however, it is important to realise 
that while the Supreme Court has rather rigidly restricted the 
use by the federal government of the so-called ‘“ commerce 
clause,” and while it has restrained the states from much social 
legislation under its interpretation of ‘“‘due process,” it had, 
however, until the recent decision on the Agricultural Adjustment 
Act, left the federal government relatively free to raise revenue 
and to spend it in virtually any way it willed. 

Broadly speaking there were four different methods of 
obtaining through federal action a wide coverage for both old 
age benefits and unemployment insurance. These were :— 
(1) By an outright national system. While this would seem 
at first blush to be almost certainly unconstitutional, a strong 
case could be made in its favour by passing two ostensibly 
independent Acts. The first could lay down a scale of benefits 
for the aged and the unemployed and prescribe the conditions 
under which these were to be paid. The second would be a 
revenue Act raising the necessary funds which could be based on 
the earnings of employed workers, upon incomes or other sources. 
Uniformity of conditions would thus be obtained for the country 
as a whole and complete coverage as well. The problem created 
by workers moving from state to state would be solved and 
many other advantages realised. Such a move would, however, 
arouse the opposition of the states-rights sentiment, and its 
chances of being affirmed by the Supreme Court were at best 
conjectural. For these reasons, therefore, the leaders of the 
Government looked with greater favour upon methods which, 
while not launching the federal government into the direct 
provision and administration of these services, would decidedly 
stimulate the states themselves to take action. The next three 
methods were of this latter type. (2) By a system of outright 
or “100 per cent.” grants-in-aid. Under such a method the 
federal government would raise the necessary funds through 
taxation and then would distribute them upon some basis to the 
states, provided the latter would agree to certain standards of 


1 For an analysis of this situation see E. 8. Corwin: The Twilight of the 
Supreme Court. 




















1936] THE UNITED STATES SOCIAL SECURITY ACT 3 


benefits and administration. There would thus be central- 
isation of finance and uniformity of benefits but decentralisation 
of administration. (3) By a system of ‘‘ matched” grants 
whereby the federal government would allot subventions to the 
states on condition that they and their local subdivisions also 
appropriated further, and generally at least equal, sums and 
conformed to certain conditions laid down by the federal govern- 
ment. The prospect of obtaining federal grants would lead 
many states to take action which otherwise would not, and the 
sharing of the financial burden would also reduce the opposition. 
Some administrative standardisation could also be obtained.} 
(4) By a tax-offset system. This would call for the imposition 
of a separate federal tax. Then if any state levied a similar tax 
for the particular purpose to be encouraged, the tax payments 
by individuals to the states would be credited as offsets 
against the federal tax. If given states took no such action, 
their citizens would then pay the full federal assessment. This 
method was first applied in the middle ’twenties in the case of 
the federal inheritance tax Act. A breakdown of the system of 
state inheritance taxes had previously been threatened by the 
action of Florida in amending its Constitution so as to prohibit 
such taxes. This action was carried through in order to attract 
the aged and wealthy residents of other states to the sunshine of 
that commonwealth and to the profit of its merchants, real estate 
owners and dealers. Other states threatened to take the same 
course. In order to meet this situation, the federal government 
passed an inheritance tax under which 80 per cent. of the federal 
levy would be rebated back to those states which had similar 
tax laws. Since states without such laws received no share at 
all from the federal government, Florida found that the estates 
of its deceased citizens were still being taxed but it was not 
participating in the proceeds. It therefore attacked the law as 
unconstitutional, but this claim was denied by the Supreme 
Court, which instead by a unanimous decision declared the law 
to be constitutional.2 Florida then changed its own Constitution 
again and imposed an inheritance tax. 

In the Act as passed each of these four methods is used for 
some portion of the programme. 


1 T need not call to the attention of English readers Sidney Webb’s admirable 
Grants-in-Aid. For those interested in the American situation see A. F. 
McDonald: Federal Aid, and two articles by the present author in the Political 
Science Quarterly for June and December 1920. 

2 Florida v. Mellon, 273, U.S. 12. 
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2. Old Age. 


The programme developed in the Act for protecting old age 
is a dual one. State old age pension laws are encouraged to take 
care of those who are now aged and needy. This encouragement 
is given through federal aid which must be at least matched by 
the states. Then a national system of compulsory and con- 
tributory old age insurance is set up to provide greater protection 
for those employed persons who, in the future, will become aged. 

Prior to the introduction of the federal Act, twenty-eight 
states and two territories already had old-age pension laws. 
Of these approximately twenty-two were effective and by the 
end of 1934 pensions were being paid to 213,000 persons. There 
were, however, twenty states without any such laws and six 
where legislation was ineffective. Moreover, even in those states 
which had an actual system in operation, the benefits were all too 
often extremely restricted. Many states paid pensions only to 
those who were seventy years and over. Rather stringent 
requirements prescribing long periods of prior residence to attain 
eligibility were common. Benefits were, moreover, low, averaging 
only a little over $16 a month per pensioner. 

The principles behind these American old age pension laws 
differed appreciably from those of the non-contributory systems 
of Europe. Not only was it necessary for an applicant to have 
insufficient personal income to support himself, but those legally 
responsible for his care must also be unable to do so. A family 
means test was therefore in practice required. This led to the 
granting of variable sums as pensions, subject to the general 
qualification that the combined income must not exceed a given 
maximum which was customarily, although not universally, 
$30 per month. There was, therefore, a strong admixture of 
relief principles in the pension system, and under the stringency 
of the depression not only were the pension grants quite widely 
reduced, but many persons, otherwise entitled to pensions, were 
denied them for reasons of economy. 

In order to stimulate additional states to act and to enable 
the states with existing pension systems to pay more adequate 
benefits to larger numbers, the Security Act in Title I agrees 
to provide federal aid to every state with a pension system for 
“needy persons” of sixty-five years of age and over who are 
not in a public institution. This federal aid is to amount to one- 
half the benefits paid, but the federal contribution is limited to a 
maximum of $15 per month per person. If, therefore, the states 
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and localities wish to grant a pension in excess of $30 per month, 
they must bear the full cost of these additional sums. If they 
pay less than $30 the federal government will only meet half the 
actual sum. By 1940 the age of eligibility must not exceed 
sixty-five years, but until that time the states which require up 
to and including seventy years will also receive the federal grants. 
States, if they wish, may also pay pensions to those under the 
age of sixty-five, but the federal government will make no 
contribution in these cases. 

The states are not permitted to pass on all of their share of 
the pensions to the local governmental units. They must provide 
for part of the cost themselves, but no precise minimum is 
fixed as to the amount which they should contribute. The 
states, moreover, must either themselves directly administer the 
pension systems or must supervise their administration by the 
local units,! and they are also required to provide for opportunities 
for appeal to a central state body. It has been estimated that 
the federal grants for this purpose during the second year of 
operation will be not far from 125 million dollars. With at least 
equal grants from the states, this sum would probably provide 
pensions for approximately one million, or about one-seventh 
of the aged persons in the country over the age of sixty- 
five. 

The promise of federal aid will undoubtedly lead most states 
to pass some form of an old age pension law and it will help to 
liberalise benefits. It is not intended to provide any change in 
the practice of requiring near relatives to support the aged if 
they are financially capable of doing so. There is some danger 
that many states and localities may use the federal grants not 
so much to increase the amount distributed in pensions to the 
aged as to bring financial relief for themselves. 

The National administration did not believe that old age 
pensions should be used as the sole method in the future of pro- 
tecting the aged from want. Its objections to such a practice 
were threefold. (1) It would be extremely expensive. The 
actuaries estimated that by 1950 the federal share alone would 
amount annually to between 400 and 750 millions of dollars a 
year, while by 1965 it would range between 700 and 1,100 millions. 
(2) It would necessarily involve the universal application of a 
means test with all of the attendant humiliations involved. 
(3) It would not graduate benefits according to the previous 


1 In general the appropriate local unit would be the county, but not in- 
variably. 
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scale of earnings or to the living standards of the workers during 
their adult life. 

It was therefore decided to set up a compulsory contributory 
system of old age insurance for most of the employed members 
of the population. This would not obviate but would greatly 
reduce the need for outright pensions in the future. But such a 
system could only be established upon a national basis. For so 
large a proportion of the working force move from state to state 
during their employed lifetime that separate state systems of 
old age insurance would be hopelessly cumbersome and frequently 
unjust. 

To strengthen the constitutional prospects of such national 
legislation, the revenue and benefit features of the old-age 
insurance system are not only separated from but ostensibly 
bear no relation to each other. The revenues for old-age insurance 
are derived from equal pay-roll taxes upon all included employees 
under the age of sixty-five and upon their employers. In a 
European system these payments would be called “ contributions,” 
but the drafters of the American Act were careful to label them as 
“taxes ’ in order that the Supreme Court might look more 
favourably upon them as a use of the taxing powers of Congress. 
These taxes begin in 1937 at 1 per cent. upon each party and then 
at intervals of three years rise by additions of one-half of 1 per cent. 
until by 1949 each side will be contributing 3 per cent. or a total 
of 6 per cent. This scale is planned to be the maximum. 

Self-employed workers are, of course, excluded from the 
compulsory old age insurance system, as are also domestics, 
agricultural labourers, casual labourers not employed in the course 
of an employer’s business, employees of state and local as well as 
the national government and those employed by non-profit- 
seeking organisations. One interesting feature is that no employed 
worker, however large his earnings, is excluded from either the 
payment of the taxes or the receipt of benefits. He does not, how- 
ever, have to pay any taxes on earnings which in any year exceed 
$3,000, nor is any annuity paid to him on such sums. The old 
age insurance part of the Act is estimated to cover approximately 
26 million workers, or slightly over one-half the total working 
population. It will probably yield a revenue during the first 
year of around 400 millions of dollars, and by 1949 it is expected 
to raise not far from 1,700 millions of dollars annually. 

Let us now turn to the benefits provided under old-age 
insurance. Monthly annuities based on accredited earnings will 
be paid to those who in the future reach the age of sixty-five 
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provided they have been employed in the included occupations 
during at least five years and have received $2,000 or more in 
total earnings. These monthly annuities are to continue through- 
out the remaining lifetime of the recipient and are to be computed 
on the following scale :—(1) On the first $3,000 of total accredited 
earnings 1 at the rate of one-half of 1 per cent. (2) On the next 
$42,000 of total accredited: earnings at the rate of one-twelfth of 
1 per cent. (3) On all total accredited earnings above $45,000 
at the rate of one twenty-fourth of 1 per cent. 

Thus a person who had earned during his employed lifetime, 
$60,000 in the included occupations, would receive an annuity 
of $56.25 a month upon reaching the age of sixty-five. This 
would be made up of $15.00 on the first $3,000 of accredited 
earnings; $35.00 on the next $42,000, and $6.25 on the last 
$15,000. The minimum monthly pension is $10.00 and the 
maximum is $85.00. This last figure is the amount which 
would be paid on accredited earnings of $129,000. This, in 
turn, is close to the maximum total income which could in 
practice be accredited to an employed worker over the course 
of his working lifetime. 

It will be seen that the scale of annuities, with its higher 
rates of benefits for the lower brackets of total earnings, favours 
both the lower-paid workers and those who have been employed 
for relatively short periods of time in the included industries. 
This policy was adopted not only on humanitarian grounds, but 
was also designed to reduce the strain on old age pensions which 
many of the low-paid workers, even though insured, would 
otherwise have created. 

It is also provided that if an insured person dies before he 
reaches the age of sixty-five, his estate will be paid an amount 
equal to 34 per cent. of his total accredited earnings. This is 
designed, after the system has passed its transitional period, to 
return in a rough fashion the approximate contributions which 
the workers will have made. If an annuitant dies after the age 
of sixty-five and before the total annuities received have equalled 
this 34 per cent., then his estate will receive the difference. 

One consequence of the higher rates of benefits upon the 
lower increments of income is that those employed workers who 
are now in the upper age groups will receive appreciably more in 
benefits than they as a class will either have contributed them- 
selves or have had contributed for them. This discrepancy will 


1 As stated, earnings over $3,000 in any one year are not credited to a worker’s 
annuity account. 
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be still further increased by the fact that the taxes (contributions) 
start at a rate only one-third their final level and do not reach 
this maximum until twelve years have passed. It was originally 
designed to have these “ unearned annuities ” met out of advances 
from the contributions of the younger workers and for these 
advances to be repaid with compound interest by the Govern- 
ment when these workers in turn reached the pensionable age. 
This would have entailed an estimated federal subsidy of 500 
million dollars by 1970, and this amount would have steadily 
increased until by 1980 it would have totalled around 1,400 
millions. Thereafter it would have remained at not far from 
this annual figure. This earlier plan also called for a maximum 
total assessment of only 5 per cent., which was not to be reached 
until 1957. All this meant the accumulation of a total maximum 
reserve of between 15 and 16 billions of dollars. This was, of 
course, a much smaller sum than would result from accumulating 
the contributions by and for the younger workers as reserves out 
of which their annuities would later be paid. The continuing 
governmental subsidy after 1980 was, in fact, intended to make 
good the interest which was thus lost by not accumulating the 
larger sum. 

While the bill was under consideration, the administration 
decided, however, to reject the idea of an ultimate federal subsidy 
and instead moved to make the plan, as they said, “ self- 
supporting.” To attain this the total rates of assessment were 
increased, as has been stated, to 6 per cent., and the attainment 
of this maximum was hastened by eight years, or from 1957 to 
1949. This will have two important consequences :—(1) The 
contributions by and for the younger workers will not only 
provide for their own future but for that of the present generation 
of older workers as well. (2) The size of the ultimate reserve 
will be greatly increased to not far from 45 billions of dollars. 
The accumulation of so large a sum will, of course, raise many 
problems. It will undoubtedly serve to decrease the total 
purchasing power available for the purchase of consumers’ goods 
and may aggravate cyclical depressions. It will be invested in 
federal obligations and may thus take the entire public debt out 
of private hands and remove the privileges which tax-exempt 
securities give to those in the upper income brackets. But the 
availability of such large sums will also furnish a temptation for 
them to be spent on grandiose but economically unproductive 
public works and thus leave the country saddled with a large 
interest burden. Once it was decided to pay “unearned ”’ 
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annuities to the older workers, the earlier plan was therefore in 
all probability the better and Congress would be wise to return 
to it before the damage is done. 

Two further features of the old age insurance plan need to 
be noted. The annuities will not be paid to persons over the age 
of sixty-five who are regularly employed. Workers must retire 
in order to receive the benefits. This tends to confuse insurance 
with relief, but this rule may find a partial justification during 
the next thirty years, since it will remove older workers from the 
labour market and thus presumably aid the younger workers who, 
as a class, will be paying to those older workers their unearned 
annuities. This will be of real aid if we are to have, in the next 
decades, a permanent army of the unemployed in excess of those 
who are idle from seasonal causes. It will not be needed if we 
do not have such an army and it will be unfair if continued into 
the period when the workers buy the entire protection for their 
future out of their own earnings. 

In its present form the Act does not permit firms to “ contract 
out” from the basic old age insurance features by setting up 
private plans of their own. The private plans may instead 
provide only supplementary benefits. The Senate was, however, 
very insistent that such “contracting out ”’ should be allowed 
and gave way only when it was promised that this issue would 
be reconsidered during the legislative session of 1936. This will 
be in time to permit amendment before this portion of the Act 
goes into effect on the first of the following year. If such private 
plans can be substituted, there is likely, however, to be a selection 
of risks which will be adverse to the public fund. For there will 
be a tendency for the private plans to include the younger workers 
for whom the insurance premiums will be relatively low and for 
the older workers to be left for the public fund. If this occurs, 
the financial structure of the system will be thrown out of balance 
and either benefits will have to be reduced or pensions increased. 
Nor would this danger be fully met by requiring the private plans 
not only to provide benefits equal to those of the public system 
but also to make equal contributions. For this would still make 
it possible for the private firms to select the younger workers for 
their plans by offering them greater than average protection from 
the insurance payments and then largely recouping themselves 
for such action by depressing the basic rate of wages. 

Finally, a word should be said about the inter-relations of the 
old age insurance system which is to be administered by the 
national government and the old age pensions, which are to be 
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administered by the states under some federal control. The 
insurance benefits will be received as a matter of right without 
regard to the personal resources of the recipients, while the 
pensions will be given only to those in need whose near relatives 
are unable to support them. The insurance system will not 
cover the self-employed nor the excluded occupations, so that 
if persons in these groups, who form nearly half the occupied 
population, come to be in need when they are old, they will have 
to be cared for by the pension system. Moreover, all women 
not employed for wages who are unable to be supported by rela- 
tives will be eligible for pensions, and this in many cases will 
include the widows of male workers under the insurance system 
who have died. Furthermore, no annuities will be paid before 
1942, and during that period, pensions will have to bear the full 
load. Finally, for some years thereafter the annuities, despite 
the “unearned ” additions, will be small in size and in many 
cases will have to be eked out by a public pension.! 


3. Unemployment Insurance. 


Here, as in the case of old age pensions, the federal govern- 
ment does not itself set up a system of unemployment insurance. 
What it does is, instead, through a tax-offset plan, to lessen the 
financial and competitive difficulties attendant upon the states 
individually establishing such systems. Under this plan the 
federal government lays a tax upon employers alone based on 
the total amounts paid out in wages and salaries in the included 
occupations. This tax is 1 per cent. for 1936, 2 per cent. for 
1937 and 3 per cent. for all ensuing years. Unlike the tax for 
old age insurance, the workers are not assessed under it. All 
firms employing fewer than eight employees are, however, 
exempted from the tax, as are also occupations similar, although 
not precisely identical, to those excluded from the old age insur- 

1 Mention should also be made of the separate old age insurance or pension 
system which has been passed in 1935 for the railways to replace an Act of 1934 
which was subsequently declared unconstitutional by the Supreme Court. The 
system is set up by two formally distinct laws. The first levied taxes amounting 
to 34 per cent. of earnings upon both railways and employees. The second 
provided monthly pensions to those sixty-five years of age on the following 
scale: (a) the number of years’ service, but not more than 30, multiplied by (6) 
2 per cent. on the first $50 of average monthly pay, 1} per cent. of the next 
$100 and 1 per cent. of the next $100. The pensions are to be paid to those 
about to retire as well as to those who willdosoin the future. One of the purposes 
of the programme is to remove the older workers from the railroads in order to 


make place for the younger railwaymen who because of the depression have, 
under seniority rules, been forced out of,employment and on to the waiting lists. 
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ance system. Casual labovr and those over sixty-five years of 
age are, however, included. 

If a state passes a compulsory unemployment insurance law 
which measures up to certain very simple standards, then the 
contributions which the employers make under this law are 
credited as offsets against the federal tax which they would other- 
wise pay up to a total of 90 per cent. of this amount. Thus, if a 
state levies a pay-roll tax for 1938 of 2-7 per cent. against 
employers for this purpose, all of this amount will be credited 
against the federal tax. The employer will then also pay 0-3 per 
cent. to the federal government—making a total contribution on 
his part of 3-0 per cent. Ifthe state tax is, however, 3-0 per cent., 
then, since only 2-7 per cent. can be credited as an offset against 
the federal tax, his total burden will be 3-3 per cent. 

Under the tax offset system, if a state passes an approved 
unemployment insurance law which does not levy a tax in 
excess of nine-tenths the federal scale, then the employers within 
that state will not have any added burden placed upon them. 
Nor will they be placed at the slightest competitive disadvantage 
with employers in states without such laws. For the passage of 
a state Act will mean that the employers will merely pay money 
into a state fund for the relief of local unemployment (and therefore 
presumably for the reduction of local taxes) which otherwise 
would have gone to Washington and have been spent for indeter- 
minate purposes. On the other hand, if a state does not pass 
an unemployment insurance law, it does not obtain any added 
advantage for its employers; for they will still have to pay the 
same tax, only it will go to the federal, and not to the state, 
government. By this ingenious method it is hoped to free the 
states for constructive legislation by making it impossible for 
any state to profit from its own failure to act. 

The standards to which a state law must conform in order 
that the offset privilege may be granted are few and simple. The 
law must be compulsory and benefits must be paid through the 
public employment offices. No benefits are to be paid until two 
years after the state premiums are first collected. Workers must 
be given the right of appeal, etc. No worker is to be disqualified 
from benefit because he refuses to take a new job: (a) when a 
strike or lock-out has directly caused the position to be vacant, 
(6) when as a condition of obtaining employment he is required 
to sign a so-called ‘‘ yellow-dog ”’ contract in which the worker 
pledges himself not to affiliate with a union, (c) where the wages, 
hours or conditions of employment, are “substantially less 
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favourable ” than those provided for similar work within the 
locality. It is at least possible, therefore, for the states, with 
the approval of the Security Board, to set up a “zone of 
tolerance ’’ within which the unemployed might be asked to 
accept positions at somewhat less than the going rate as long as 
these differences did not become “ substantial.””’ An opportunity 
is therefore offered in the American system for a downward 
flexibility of wage-rates in periods of falling prices. If this 
possibility is effected in practice, then the strongest objection 
which economic theory has raised against unemployment 
insurance will be largely removed. 

All money collected by the state systems is to be used for 
the payment of benefits and none can be used for administrative 
purposes, since the costs of the latter, as will be described later, 
are to be paid by a block grant from the federal government. 
Each state is, moreover, required to turn over to the federal 
treasury the amounts which it collects for unemployment insur- 
ance. The states will then draw on these deposits to meet the 
payment of current benefits, but all reserves will be in the hands 
of the federal government, which can only invest them in 
government obligations. 

Centralised handling of the unemployment insurance funds 
is therefore provided. From the testimony of one of the Govern- 
ment experts before the Congressional Committees, it seems 
possible that this control may be utilised in helping to reduce 
business fluctuations. If, for example, it is felt desirable to check 
any expansion of credit, the Treasury, with its right hand, can 
sell special bonds or short-time notes to the Unemployment Trust 
Fund and receive in return from its left hand credits which the 
latter possesses. These credits can then either be kept idle or 
be deposited with the Federal Reserve Banks. But since these 
credits will have been derived from cheques which the employers 
of the country will draw on the banks, this means in effect that 
the banks will have to withdraw funds which they have deposited 
with the Federal Reserve System as a reserve for credit operations. 
This will cause them to curtail their loans unless they can replenish 
their reserves with the Federal System by re-discounting more 
commercial paper and bankers’ acceptances. If they do this, 
however, they are then thrown into the arms of the re-discount 
policy of the Reserve System, and the latter by raising its re- 
discount rate can compel the member banks to raise somewhat 
the rate charged borrowers on loans. Conversely, during periods 
of depression the insurance system can use its funds to purchase 
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bonds on the open market and thus increase the cash reserves 
of the banks. This, it is argued, will lead to an expansion of 
loans and hence to an increase in production and employment. 
For reasons which are too lengthy to describe here and which I 
have developed elsewhere,! I believe that all such uses of open- 
market policies and re-discount rates are of but limited value in 
checking an undue expansion of credit, and are even less effective 
in periods of depression. But while the influence of the insurance 
system in this direction may be limited, it may nevertheless be 
real. The system promises, however, to be more effective as a 
means of reducing depressions through the purchasing power 
which will be released at such times to the unemployed in the 
form of benefits and which will be used to help sustain consumption 
and consequently production. 

Such then are the requirements which the state laws must 
satisfy in order that employers may be credited with the offset. 
The states are, however, left free in most respects. “They can do 
as they will in such matters as the length of the waiting period, 
the scale of benefits, and the length of the benefit period. Except 
for the restrictions already noted, they may define “ just cause ” 
and ‘suitable employment” in their own way. They are 
furthermore left free to levy added contributions from the 
employees if they so decide or to contribute themselves. They 
may also set up any type of insuring unit, whether this be a state- 
wide pool, a plant or employers’ reserve, a “ guaranteed 
employed ”’ account, or a combination of the foregoing. 

The states, as has been intimated, cannot use their own funds 
or those derived from their insurance system for administrative 
expenses. These are instead to be met in their entirety by the 
federal government through a system of “ block grants ’’—thus 
utilising the fourth type of federal action which was possible. 
The federal funds which are thus distributed for administrative 
purposes are in reality derived from the one-tenth of the federal 
tax against which offsets are not credited. For legal purposes, 
however, it will be claimed that they come from the general funds 
of the Government into which this one-tenth has been inextricably 
merged along with other revenues. These “block” or 100 per 
cent. grants can be used to obtain a much greater degree of 
federal control than the offset system. For under the latter 
method, the only ultimate way of bringing a recalcitrant state to 
terms is to deny its employers the offset privilege and thus compel 
them to pay double. But any public authority would naturally 


1 See my Controlling Depressions, Chapter V. 
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be reluctant to punish B for the fault of A, and A would not 
directly feel any such penalty. With an outright grant, how- 
ever, the federal government could bring an offending state 
government into line by merely shutting off the funds for admin- 
istration. The federal powers are, however, expressly limited in 
such directions by the removal, as we shall see, of virtually all 
control over the personnel of the state services. 

Five weaknesses in the plan for unemployment insurance need 
to be pointed out. The first is inevitable in any system of strict 
insurance which is launched in the midst of a depression. This 
is the fact that it necessarily excludes those who are unemployed 
at the time the system goes into effect and who are not able to 
accumulate the weeks of prior employment which will be required 
to qualify for benefits. Since the state Acts passed as a result 
of the federal law will not begin to pay benefits at the earliest 
before 1938, and in many cases at a still later date, the exclusive 
protection of the needy unemployed during the intermediate 
period will have to come from relief. Moreover, if many of the 
unemployed at that time have not had enough work to qualify 
under the state Acts, they also will have to be cared for from 
relief. 

A second weakness arises from the nature of the tax-offset 
system itself, which by necessity primarily confines the financing 
of the system to a pay-roll tax and which permits the progressive 
taxation of the wealthy only to the degree that the states them- 
selves practise it. Since the states are less capable than the 
federal government of doing this, the tax-offset system necessarily 
makes the poor pay for the cost of relieving the poorest.2 The 
tax-offset system also gives the states excessive freedom in the 
matter of minimum standards of benefit, etc., which may be 
taken advantage of by many such units. For these reasons, as 
well as for others, many friends of social insurance urged Congress 
and the administration to use the method of the 100 per cent. 
block grant as a means of stimulating unemployment insurance 
instead of the tax-ofiset device. For such a system would have 


1 I.e. two years after Jan 1, 1936, which is the earliest date on which collec- 
tions can practically begin under state laws passed in 1935. In fact, however, 
the vast majority of state systems will begin at a later date. 

2 Even though the pay-roll tax is levied upon employers and not workers, 
it will tend in the main either to be shifted backward to the workers in the form 
of lower wages or forward to the consumers in the form of higher prices. 

3 See, for example, the memoranda submitted by the present author : Hearings 
before Senate Committee on Finance, 74th Congress, Ist Session on S. 1130, pp. 
892-896; Hearings before Committee on Ways and Means, House of Representa- 
tives, 74th Congress, Ist Session on H. R. 4120, pp. 1086-1091. See also testimony 
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permitted part of the cost to be met from progressive taxation, 
have procured more centralised control over administration and 
minimum standards of benefit and have reduced the third weak- 
ness, which will be described in the next paragraph. 

This third weakness is the great inequality of benefits which 
will inevitably result from dividing the country into at least forty- 
eight separate insuring units. In the United States, as in Great 
Britain, the incidence of unemployment differs widely from one 
section of the country to another. In April 1930 it was relatively 
four times as great in the state with the highest percentage as in 
that with the lowest,! and for the four years 1930-1933 inclusive 
it was estimated that the averages were relatively twice as much 
in the former as in the latter. Unless the states with relatively 
high percentages of unemployment, therefore, levy extra taxes or 
contributions to support their unemployed, the equality of assess- 
ment under the offset system will result in great inequalities of 
benefits as between states. The unemployed in those states 
where unemployment is heavy will therefore be unjustly penalised 
for the mere accident of their location. British readers can easily 
visualise this situation by imagining what would happen if the 
unemployed of South Wales, of the northern counties, and the 
Clyde could only be supported under unemployment insurance 
from funds derived from local industries and generally at a rate 
uniform with that of the rest of the country. Trouble will also 
be created by the fact that many workers will be disqualified for 
benefit because they will not have worked long in a particular 
state, but whose employment record in the country as a whole 
will be adequate. The system of block grants could easily have 
been managed so as to set up a central equalisation fund to bring 
benefits up to a common minimum and to care for migratory 
workers. 

In the fourth place, the federal act is defective in that it 
permits the states to set up their insurance systems upon a plant 
or industry basis and to authorise guaranteed employment 
agreements as a substitute for insurance. This was the result of 
the strong movement initiated by Professor John R. Commons of 
Wisconsin, which held that unemployment could largely be 





of Evelyn M. Burns: Hearings before House Committee on Ways and Means, 
1092-1096, and Abraham Epstein: Hearings before the House Committee on 
Ways and Means, pp. 552-577. 

1 The percentage for Michigan was 13-9; for South Dakota 3-9. Fifteenth 
Census, 1930 (Unemployment, Vols. I and II). 

2 Supplement to Report to the President of the Committee on Economic 
Security (1935), pp. 5-6. 
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prevented if its cost, like that of industrial accidents, were lodged 
against the individual employer. This philosophy found expres- 
sion in the Wisconsin unemployment insurance law of 1932, which 
made each employer liable only for the unemployment of his own 
employees and which reduced benefits when because of heavy 
unemployment an employer’s reserve account fell below a given 
figure. The advocates of this theory were influential in the 
councils of the national administration and were successful in 
giving the states the option to use such a method instead of a 
state-wide pool. It is obvious, however, that such a system, if 
adopted, will still further intensify the inequalities in the amount 
of benefit, since the volume of unemployment differs from plant 
to plant and industry to industry. In general the workers in the 
durable goods industries would suffer most from such a policy 
during a depression.! 

A final defect in the Act is that it nowhere makes any pro- 
vision for taking care of the unemployed who will exhaust their 
claim to standard benefits and who will then be in need. All 
students of the British and German insurance systems know that 
this has been the principal problem in both of these countries. 
The American Act, however, completely ignores it. This may be 
inevitable in any first step, but the problem will, of course, soon 
arise in a period of prolonged depression. The issue will then 
present itself whether those persons are to be cared for by an 
extension of the insurance systems, by relief, by public works 
or by a combination of two or all of these methods. 


4, Other Features: Administration. 


The Act also gives federal encouragement to a number of 
‘“‘ welfare > measures. Federal aid on a matching basis is pro- 
vided for mothers’ pensions on behalf of children in families 
where the services of the principal wage-earner have been lost 
through death, illness, desertion, etc. Such pensions are now 
paid in the vast majority of states, but on an inadequate scale 
and with little pressure exerted upon the poorer and more 
lethargic counties either to pay pensions at all or to grant adequate 
amounts. The present Act provides that the federal government 
will meet one-third of the costs of such pensions subject to a 
maximum grant on its part of $6 per month for the first child in 
a home and $4 a month for each succeeding child. If the states 
and local governments double these sums, the total pensions will 


1 The safeguards thrown around the ‘‘ guaranteed employment account ”’ 
arealso grossly inadequate. See my Social Security in the United States, Chapter V. 
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be $18 and $12 a month respectively. ‘The states can, of course, 
pay less, and in this event the contributions of the federal govern- 
ment will be correspondingly reduced; they can, on the other 
hand, pay more, but if they do they will have to bear the full 
cost of the excess. It is indeed an interesting topic for speculation 
why the care of dependent children should be regarded as only 
sufficiently important to justify a federal grant of one-third while 
the protection of the needy aged called for a subvention of one-half. 

Federal subventions on the basis of equal matching by the 
states are also provided for the needy blind, for the care and 
treatment of crippled children and for over half of the 3-8 million 
dollars which is to be granted annually for the health care of 
mothers and infants. Outright or block grants which do not call 
for matching by the states and localities are also made for public 
health and child welfare. Eight million dollars is allotted 
annually for the first purpose and, it is understood, will be used 
primarily to build up health units in the poorer and more 
backward counties. 

The major tasks of national administration are confided to a 
newly-created Social Security Board. This Board is composed 
of three members and has jurisdiction over old age pensions, old 
age insurance, unemployment insurance and administration, 
mothers’ pensions and pensions for the blind. The Board will 
directly administer the gigantic task of old age insurance, but in 
the other cases will merely supervise in very general terms the 
administration by the states and apportion funds to them. The 
Board is set up outside of the Department of Labor and is tech- 
nically independent of it. The supervision of the subventions 
for child welfare and maternity and infancy care is, on the other 
hand, given to the Children’s Bureau of the Department of Labor, 
while the U.S. Public Health Service is placed in charge of the 
grants for health work. 

The work of all the supervisory agencies is, however, severely 
hampered by a clause that they shall have no control over the 
* selection, tenure of office and competency of personnel.” If 
one is to preserve a truly federal system, then the states should 
indeed have the right to name the specific individuals who are to 
be appointed or retained. But much is gained if the federal 
authorities are given the power to outline the procedures and 
standards to be followed in making the appointments and pro- 
motions. This is particularly the case in the United States, 
where the level of public administration in the states is, with 
certain honourable exceptions, rather low and where the efficiency 

No. 181.—voL, XLvI. c 
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of federal administration is much higher. The denial to the 
federal authorities of all such supervisory powers over personnel 
standards is therefore highly unfortunate and is likely to lead 
to, at least, some of the state services being captured by political 
spoilsmen. 

The work of the Board and the co-operation of the states has 
been somewhat delayed, however, by the failure of Congress in 
August 1935 to pass the Deficiency Appropriations bill providing 
the authorised funds (totalling approximately 100 million dollars) 
for the year ending June 30, 1936. ‘This failure was caused by 
a last-hour filibuster by the late Senator Long of Louisiana, and 
while the next session of Congress will undoubtedly provide the 
needed funds, appreciable damage has been done. 


5. The Response of the States. 


At the date of writing, forty of the forty-eight states have old 
age pension laws, as have the territories of Hawaii and Alaska and 
the District of Columbia. The laws are, moreover, being liberalised 
and in general brought up to the minimum standards laid down 
in the federal Act. There is every prospect that in the course of 
a year or two the United States will develop an almost universal 
and moderately liberal system of old age pensions. 

Unemployment insurance has more legislative inertia to 
overcome. At the beginning of 1935 only one state, Wisconsin, 
had such an Act. At the present time nine states} and the 
District of Columbia have such measures and a number of addi- 
tional state Acts will probably be passed within the next year. 
It is true, however, that within the last few months opposition to 
unemployment insurance has been stiffening in the various state 
legislatures, and doubts as to the ultimate attitude of the Supreme 
Court towards the measure are slowing up the process of rati- 
fication by the states. While two years ago there was considerable 
danger that the states when they acted would adopt the unsound 
method of plant reserves, the tendency now is distinctly in the 
direction of pooled state funds. Of the laws passed in 1935, only 
one, Utah, is upon the Wisconsin model, while the remainder use 
as their insuring unit one state-managed fund.? There is a 
tendency, however, to authorise merit-rating as between indus- 


1 T.e.: Alabama, California, Massachusetts, New Hampshire, New York, 
Oregon, Utah, Washington and Wisconsin. 
2 The Oregon Act provides in a confused fashion for a number of insuring 
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tries and plants after an initial period. In six of the states} 
the workers are also required to contribute, but in no case do 
their contributions exceed a maximum of 1 per cent. of their 
earnings. In only one case, namely, that of the District of 
Columbia, does the Government itself make a contribution. 
There is a general tendency for the standard benefit period to 
range between 13 and 16-weeks in a year subject to a waiting 
period of between 2 and 6 weeks. The scale of benefits is generally 
50 per cent. of the normal wages of the unemployed worker 
subject to a maximum of $15 a week. The states are also 
tending to grant additional weeks of benefits to those who are 
employed fairly steadily. Dependents’ allowances have thus far 
been included in only one law, namely, that of the District of 
Columbia. 


6. Constitutionality. 


None of these measures can be considered to be finally estab- 
lished until they have run the constitutional gamut and have been 
upheld by the Supreme Court, the body which in the United 
States exercises the final powers of negative sovereignty. While 
nothing is certain as to what this body will do, to the degree that 
there is surety, the case for the federal aid measures which include 
the grants for old age pensions would seem to be solidly established. 
For not only is this method time-honoured in its usage, but the 
Supreme Court itself in a unanimous opinion once explicitly 
refused to declare it unconstitutional.2 The offset tax for the 
purpose of stimulating the states to pass unemployment insurance 
laws will probably experience more difficulties. For while the 
inheritance tax case which has been cited constitutes a precedent 
in its favour, the second child-labour case * which declared the 
use of the taxing power for exclusively regulatory purposes to be 
unconstitutional will be cited against it. On the other hand, 
since one-tenth of the federal tax will not be offset, it can be 
claimed that the Act is in part a genuine revenue measure for 
the federal government and that this should be enough to 
establish its constitutionality.* 

Many though not all of the state unemployment insurance 
laws are being passed in such a form that if the federal Act is 

1 Alabama, California, Massachusetts, New Hampshire, Oregon and Wash- 


ington. 

2 Massachusetts v. Mellon, 262, U.S. 447. 

3 Bailey v. Drexel Furniture Co., 259, U.S. 20. 

4 The decision of the Supreme Court in the so-called oleomargarine case goes 
to support this contention, McCray v. U.S., 195, U.S. 27. 
C2 
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declared unconstitutional, they too will lapse. Their own con- 
stitutionality will, moreover, be separately challenged by employ- 
ing interests on the ground that they take property “ without 
due process of law.” Despite the recent decision of the Supreme 
Court declaring the first Railway Retirement Law to be uncon- 
stitutional,|_ amongst other grounds because it compelled a 
pooling of funds, the constitutionality of this method would seem 
to be supported so far as the assessments can be regarded as 
*‘ contributions ” by a long series of cases covering the indemni- 
fication of sheep-owners for damages done by dogs, the establish- 
ment of funds for workmen’s compensation and the guarantee of 
bank deposits.* 

Difficulties will, however, be created by the fact that the 
federal act states that the levies upon pay-rolls which are to be 
made by the states are to be treated as “taxes.”’ Since many 
state constitutions do not grant their governments any authority 
for such taxes, it will probably prove necessary to amend the 
constitutions of a large number of states before the way is finally 
cleared. This will not only take time but in some instances will 
probably prove impossible. 

The feature of the Act which stands in the greatest danger of 
being declared unconstitutional is that establishing the national 
system of old age insurance. Though no such powers are ex- 
plicitly granted to the federal government, it will be argued by 
the Government that the revenue features are a legitimate exer- 
cise of the taxing powers of the federal government, as are the 
benefit features of the spending powers. 

PauL H. Dove.as 
The University of Chicago. 


1 Railway Retirement Board v. Alton Railway, No. 566, October Term, 1934. 

? For the list of cases on these points see my Social Security in the United 
States, Chapter XII. 

3 Messrs. Abraham Epstein and Harry Malisoff conclude, after a careful 
examination, that this is likely to prove necessary in at least twenty-two states. 
Social Security, December 1935, pp. 3-6. 
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LEGAL RULE AND ECONOMIC FUNCTION 


COMPETITION AND RESTRAINT OF TRADE 


I 


A GENERAL principle of law of great influence in the develop- 
ment of English and American economic organisation is the rule 
that contracts in restraint of trade are unenforceable at law. 
This rule is the legal equivalent of the postulate of a state of 
continuous competition on which the bulk of economic theory 
rests; that is to say, it postulates a general state of competition 
within the jurisdiction of the rule. But, just as there is an 
economic theory of monopoly based on the economics ef competi- 
tion, so also there is a legal theory of monopoly built by case law 
upon the simple restraint of trade rule. That contracts in re- 
straint of trade are unenforceable at law because they are against 
public policy has been, as a statement of law, progressively 
qualified by the growth within the conception of public policy of 
certain forms of economic monopoly.! 

It is important to note, in the first place, that a contract in 
restraint of trade is a legal contract in the sense that it is not 
forbidden by the law. But it is not a legal contract in the sense 
that it gives rights of action to the contracting parties when the 
terms of the contract are broken by one or other. The legal 
position of such contracts at the end of the eighteenth century lay 
between two concepts of the limits of contractual ability. The 
basis of the restraint rule had been laid down long before under the 
Stuarts. It was a personal rule, a declaration that public policy 
demands from every man the free exercise of his trade in the public 
interest. No man, said the common law, is free to deprive the 
public of the benefit of his skill, labour and industry to the detri- 
ment of the public, nor can he be deprived of the right to exercise 
his trade to his own advantage.” This is the common law’s 
recognition of the principle of the division of labour and of the 
resulting economic interdependence of society. The common 
law basis of most of the ordinary business of life is its conduct by 


1 This article is limited to the field of contract, i.e. how far a legal monopoly 
may be created by contract. It does not discuss the economic implications of 
tortious acts arising from the competitive power of combinations. 

2 Colegate v. Bacheler, Cro. Eliz. 872 (1596). 
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free contracts freely entered into between competing offers on 
one side and competing acceptances on the other. The principle 
lies behind the economic theory developed by Ricardo, Mill, 
Jevons and Marshall of the interactions of supply, demand, value 
and price, just as it lay behind the jurisprudence of Bentham, 
Austin and Holland. 

It leads, however, directly to a dilemma. If the individual 
thus has a freedom of contract to be preserved in the public 
interest, does not this very freedom of contract extend to con- 
tracting out of his liberty to trade with whom he pleases? In 
other words, is the freedom of contract implicit in the doctrine of 
restraint subordinate or superior to the liberty of the individual ? 
If freedom of contract overrides all other considerations the accent 
of the law must fall on the contract rather than on the freedom, 
and the right of men to limit their contractual liberty (if they so 
desire) denied. Freedom of contract in this view stops short of 
depriving oneself of liberty of contract. On the other hand, 
if the paramount consideration is freedom rather than contract, 
there is no reason why the law should not allow a man to contract 
out of his personal liberty to choose his customers if he deems the 
consideration he receives for so doing adequate. He is, after all, 
only exercising in advance his right to refuse dealings with a 
prescribed class of persons.1 

Reduced to these terms the dilemma is plain; in the common 
law, however, it did not even appear as a dilemma until facts 
arising from economic association came before the courts in the 
second half of the nineteenth century. ‘‘ The life of the common 
law is not logic but experience,” ? and it is only the difficulty of 
relating the experience of individuals to the new facts of associa- 
tions and combinations that has brought the limits of contractual 
power backed by legal sanctions into question. It is to be 
observed that a contract in restraint of trade was never criminal 
of itself, though if it infringed the Statute of Monopolies or the 
common law definitions of regrating, engrossing and forestalling, 
it might be and was then void from the beginning. But if a 
man agreed upon terms not to exercise his trade in competition 
with another man, or to deal solely with another man, or to 
follow some similar line of conduct, he was free to do so. Only, 
the courts would not provide either party to the agreement with 


a remedy in the event of breach of the terms. By this course the 
1 Cf. Dicey: Law and Opinion in England, p. 152. F. H. Knight: Risk, 
Uncertainty and Profit, p. 351. 
2 QO. W. Holmes Jr.: The Common Law, p. 1. 
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law poised the two views of the limits of contractual power, 
balancing the interest of the public against private contractual! 
liberty by putting unenforceability against a perfectly legal 
contract. 

Towards the end of the eighteenth century the position of the 
law may be said to have rested on two views. First, that the 
public interest in general was cared for by the criminal law. So 
that a contract of trade combination by which prices were raised 
or the supply of goods deliberately curtailed was a public wrong, 
if not against a statute, then at the common law. Secondly, a 
contract neither offending a statute nor coming within the grasp 
of engrossing, regrating or forestalling might still be in restraint of 
trade. In this case, since it did not offend public policy as defined 
in the criminal law, it was not illegal, but the courts would not 
enforce it unless it could be shown to be for the public interest that 
it should be enforceable at law. Though, therefore, the law was 
engaged in sorting out the contracts to be enforced,.it must not 
be overlooked that the sorting process was limited (as it is still 
limited) to cases of legal dispute over the content or breach of the 
alleged contract. Behind the litigation recorded in the Law 
Reports have been many agreements in restraint of trade of which 
the legality was never questioned because the parties remained in 
accord and practised the terms. It is not true to say that the 
law of England has insisted on competition; it has insisted only 
on the right of a man trained in a trade not to be restrained from 
that trade as a means of livelihood without very good reasons of 
material benefit to himself. 


II 


What forms do these reasons take in practice? They have 
arisen wholly out of the developing legal conception of property in 
intangibles. At some time in the sixteenth century it was 
recognised that the business built up by a tradesman was, as a 
going concern, of saleable value. Cases began to come before the 
courts after 1560 involving such transactions; the presumption 
is that the idea of a value attaching to the established expectancies 
of a business must have arisen at least fifty years before.1 But 
implicit in the acceptance of the idea of a value in the business is 
the principle that the value must be preserved from competition 
by those concerned in it. That is to say, that its sale involves its 


1 £.g. Colegate v. Bacheler, in 1596, 
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complete and permanent alienation, and servants involved in it 
by contracts of employment must not use their position to reduce 
its value. Neither of these things was admitted in the sixteenth 
century; + they were too near the Statute of Monopolies. Only 
with the seventeenth century did the common law separate two 
lines of public policy—to keep a jealous eye on monopoly, but also 
a tender eye on property. So a series of decisions began which 
protected the public from monopoly by forbidding a general 
restraint of trade, but which also protected the public interest 
that a man should not derogate from what he has freely alienated, 
by allowing partial restraints upon good consideration.? 

A great leading case occurred at the beginning of the eighteenth 
century when Mitchell v. Reynolds 3 laid down a view which ruled 
the courts of common law for more than a hundred years. In 
this case a baker assigned the lease of his bakehouse to the plaintiff, 
covenanting that he would not carry on the business of a baker in 
the same parish as the bakehouse for five years. The restraint 
was held to be valid by Parker, C.J., who pointed out that a valid 
involuntary restraint might be imposed by Crown grant, custom or 
bye-laws for the regulation of trade, though a grant creating a 
monopoly would be void. Of voluntary restraints only those 
which caused loss to the restrained party by complete deprival of 
livelihood or which caused loss to the public by depriving it 
altogether of a source of supply were invalid. Partial restraints 
for the protection of a business from a seller or an ex-servant of it 
were good “if made upon good and adequate consideration, so 
as to form a proper contract.” 

Thus the question for the law shifted from ri Can we protect 
this intangible property?”’ It now turned to ‘‘'What are the 
limits beyond which protection of property turns into mono- 
polising?”’ If the common law was to retain its touch with 
actuality, these limits must clearly be a question of fact for the 
circumstances of each particular case. To protect a business 
which A has sold to B from the competition of A, A must be kept 
out of the entire economic market of B. If B’s business and A’s 
new business are both capable of unlimited expansion, in the long 


1 R. Y. Hedges: Law relatiny to Restraint of Trade, pp. 6-7. 
2 Rogers v. Parrey (1614), 2 Bulstr. 136. 

Broad v. Jollyfe (1620), Cro. Jac. 596. 

Jelliet v. Broad (1621), Noy 98. 

Bragg v. Stanner (1622), Palmer 172. 

Prugnell v. Gosse (1649), Aleyn 67. 

Hunlocke v. Blacklow (1670), 2 Wm. Saunders 156. 
3 (1711) 1 Sm. L.C. 462. 
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run they are bound to compete, so that completely to safeguard B 
from A in time and space necessitates a complete restraint upon 
A from the particular trade concerned. The same thing applies 
to an ex-employee who sets up his own business. But the practical 
common law dealt with practical questions and these seldom in- 
volved either the fact or the assumption of markets on such a 
scale. A surgeon’s practice could be adequately protected by 
limits of ten miles in space and fourteen years in time; ! a solici- 
tor’s practice required a radius of 150 miles; ? an apothecary one 
of 20 miles.* 

In this period the law was moving towards a test which would 
balance competition to protect the public right against preserva- 
tion of property to protect private rights. The test was found in 
“reasonableness.” ‘The question is,’ said ‘Tindal, C.J., 
“‘ whether this is a reasonable restraint of trade. And we do not 
see how a better test can be applied than by considering whether 
the restraint is such as to afford a fair protection to the interests 
of the party in whose favour it is given and not so large as to 
interfere with the interests of the public. Whatever restraint is 
larger than the necessary protection of the party can be of no 
benefit to either, it can only be oppressive ; and if oppressive, it 
is, in the eye of the law, unreasonable.”* It was held not long 
afterwards that a general restriction, unlimited in space and 
limited only in time, was invalid because the public would be 
altogether the losers for the time being of the services of the 
individual concerned.®> But this view presupposes that the 
individual restrained can set up a new business somewhere beyond 
the immediate competitive range of the old; if this assumption is 
invalid, which gives way, protection of the public or protection 
of the property alienated? The courts have at this point to 
decide which is the primary public interest henceforth to be 
dominant, protection of property or protection of the freedom of a 
man to exercise his trade. 

The answer came fairly quickly from the courts of Equity. 
On the basis that restraint must only be reasonable on the facts 
of the case, an injunction was granted upholding a general 
restraint limited only in time.6 This rule was steadily followed in 


1 Davis v. Mason (1793), 5 T.R. 119. 

2 Bunn v. Guy (1803), 4 East 190. 

3 Hayward v. Young (1818), 2 Chit. Rep. 407. 

4 Horner v. Graves (1831), 7 Bing 735, 743. 

5 Ward v. Byrne (1839), 5 M. & W. 548. 
Hinde v. Gray (1840), 1 M. & G. 195. 

6 Whittaker v. Howe (1841), 3 Beav. 383. 
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later cases,! and the courts of common law necessarily followed the 
equity rule, thus established after the House of Lords had con- 
firmed it.2, The modern position of contracts in restraint of trade 
which are directed to prevent competition by way of protecting 
the goodwill of a business is substantially the same. Whether 
the contract is one of sale or employment, a restraint may be 
imposed upon one of the contracting parties, which, so long as it 
is reasonable, will be enforceable at law. ‘There is no limit to the 
degree of restraint that is enforceable; the old rule that partial 
restraints are prima facie good and general restraints are bad has 
disappeared. A restraint may be general, but whether it is 
partial or general it must be justified. And the question of 
whether the special circumstances adduced do or do not justify 
it is a question of law for the court. In drawing a contract 
in restraint of trade the covenantee is entitled to protect what 
belongs to him, but not to acquire rights over and above that 
protection.6 The buyer of a business is entitled to safeguard the 
business from the competition of the seller, but only so far as is 
necessary to ensure that the seller does not damage what has been 
sold. No business can permanently restrain competition, nor is 
it entitled to; after a “‘ reasonable ” time it must be prepared to 
meet even the competition of its former owner, and how long 
that reasonable time should be is a question for the court. Again, 
no business can protect itself from the competition of its former 
employees. But it can protect itself against the use by a former 
employee of the confidential information which forms part of its 
goodwill in competition against it. ‘‘ The reason, and the only 
reason, for upholding such a restraint on the part of an employee 
is that the employer has some proprietary right, whether in the 
nature of a trade connection or in the nature of trade secrets, for 
the protection of which such a restraint is, having regard to the 
duties of the employee, reasonably necessary.””? It was thus with 
a developed principle of protecting the intangible property 
peculiar to each business that the common law looked at 
combinations of capital to restrain trade. 
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III 


A combination of independent firms by contract comes about 
for one reason and one only—to protect the interests of the 
contracting parties, whether they are members of the same trade 
or of different trades. There are two types of association of this 
kind. There is the trade association, which is simply a repre- 
sentative body of the members, collecting information, collating 
statistics and performing services for the members.' Such an 
association may form the means of concerting practices in 
restraint of trade, but it is not itself a restraining influence. 
Each member remains free to direct his own business in his own 
way. But trade associations have gone beyond the simple 
functions of a bureau; in some cases the members have imposed 
on themselves, as part of their contract of membership, an agree- 
ment to limit supplies of goods to persons tacitly approved by the 
association and not to supply “ blacklisted ”’ firms.2. This and 
the cartel organisation proper, with mechanism for regulating 
output and prices, form the second class of combination. Damage 
resulting to third parties from these activities is a matter for the 
law of tort; the enforcement of the terms of the contract of 
membership and damages for breach are a matter for the law of 
contract. 

These forms of economic association exerting a restraining 
influence on trade can all be included under the generic term 
“‘cartel.”” They are of many kinds, according to the functions 
they assume. For this reason no simple juristic notion of a cartel 
is possible; it remains an economic term, adopted as a con- 
venient name for a particular method of economic control, which 
may take the most varied legal forms according to the functions 
with which each particular combination is equipped. ‘The cartel 
in its most generalised form is an association of independent busi- 
ness units submitting to a degree of common rule through the 
mechanism of that association. 'The common rule is never great 
enough to deprive the member units of their separate legal entities 
as business units and is seldom great enough to exert a high 
measure of direction over the actual business of production save to 
regulate quantities—costs and profits remain the private matters 
of the member firms. Legally the association created is not 
visible to the law as separate entity; it has no personality, being 


1 H.g. a Chamber of Commerce. 
2 See Committee on Restraint of Trade: Report, pp. 20-22. 
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merely a matter of contract between the members as individual 
producing or trading units. 

These economic forms are regarded by the common law from 
the position it reached by developing the doctrine of restraint in 
cases of goodwill and employment arising between individuals. 
Lord Haldane summed up the legal position by saying that 
‘‘ when the controversy is as to the validity of an agreement, say 
for service, by which someone who has little opportunity of 
choice has precluded himself from earning his living by the exercise 
of his calling after the period of service is over, the law looks 
jealously at the bargain; but when the question is one of the 
validity of a commercial agreement for regulating their trade 
relations, entered into by two firms or companies, the law adopts 
a somewhat different attitude—it still looks carefully to the 
interests of the public, but it regards the parties as the best judges 
of what is reasonable as between themselves.” 1 To which another 
Law Lord in another case has added that “there is at present 
ground for assuming that a contract in restraint of trade, though 
reasonable in the interests of the parties, may be unreasonable in 
the interests of the public, if it is calculated to produce a pernicious 
monopoly, that is to say, a monopoly calculated to enhance prices 
to an unreasonable extent.” He goes on: “it is clear that the 
onus of showing that any contract is calculated to produce a 
monopoly or enhance prices to an unreasonable extent will be on 
the party alleging it, and that if once the court is satisfied that the 
restraint is reasonable as between the parties the onus will be no 
light one.” 2 

The test applied with some practical success in the goodwill and 
employment cases—the reasonableness of the protection given by 
the covenant—-breaks down here. In these two dicta two 
variables must be reasonable; the terms as between the parties, 
of which the fact of agreement is sufficient evidence; and the 
effect on the public through prices, of which evidence is hardly 
possible without full disclosure of costs and profits. The two 
variables are, in fact, opposed, and the reasons pull in opposite 
directions. For the aim of all combinations of this type is to 
safeguard the capital of the enterprises by safeguarding the level 
of profits, and the protection of the property invested in the 
combined units of production or trading may clearly be set down 


1 North-Western Salt Co., Ltd. v. Electrolytic Alkali Co., Ltd. (1914), A.C. 
461, p. 471. 

2 Lord Parker, in Attorney-General of Australia v. Adelaide Steamship Co. 
(1913), A. C. 781, p. 796. 
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as in the public interest. This is the economic substance of Lord 
Haldane’s point, and it may not be foreign to that particular 
public interest to regulate supply and keep up prices if such a 
procedure is necessary to prevent loss of capital and loss of 
employment. If the argument were pushed to its logical limit 
it might even be pleaded that it is unlawful at common law to 
carry competition to such lengths that it deprives workmen of the 
right to exercise the trade in which they have served an apprentice- 
ship. But there comes a stage when protection of capital shades 
into monopoly, at which point the common law steps in with its 
second test of reasonableness. So says Lord Parker, adding that 
this is a secondary public interest which will be difficult to 
establish (“the onus is no light one ’’) if the primary property 
interest has been proved. 

A few cases! elucidate this conflict of reasonableness. Of 
contracts passing the double test, it was held as long ago as the 
battle of Waterloo that coach proprietors might agree not to run 
in opposition and to observe the same prices.2 ‘“ This” (said 
Ellenborough, C.J.) ‘is merely a convenient mode of arranging 
two concerns which might otherwise ruin each other.” A few 
years later an agreement between box manufacturers to divide 
the country into exclusive territories for each party was found 
enforceable.? In two railway cases the principle of a traffic pool 
was approved, the prospective ruin of competing railways being 
suggested as very much against the public interest.4 Again, an 
agreement between quarry-owners to leave one of their number to 
secure a contract at what profit he could, the others to supply him 
with stone at agreed prices, could be enforced by an injunction.® 
And a similar type of sharing out between firms of stevedores was 
held not to be beyond the legitimate interests of the parties.® 

An important case came to the Judicial Committee of the 
Privy Council in 1909 on appeal from Canada, where the contract 
concerned had been held unenforceable.? The United Shoe 
Machinery Company of Canada leased out machinery under an 
agreement by which the lessees covenanted not to use machinery 


1 See A. L. Haslam: Law relating to Trade Combination, pp. 99-103. 
* Hearn v. Griffin (1815), 2 Chitty, 407. 
3 Wickens v. Evans (1830), 3 Y. and J., 318. 
4 Shrewsbury and Birmingham Railway Co. v. L. & N.W.R. (1851), 21 
L.J.Q.B. 89. 
Hare v. L.N.W.R. (1861), 2 J. and H. 80. 
5 Jones v. North (1875), L.R. 19. Eq. 426. 
® Collins v. Locke (1879), 4 A.C. 674. 
7 United Shoe Machinery Co. of Canada v. Brunet (1909), A.C. 330. 
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not leased from the company. The Judicial Committee held the 
contract enforceable. The basis of the judgment was the principle 
that trades are free to conduct their trade in the manner they deem 
best in their own interest, so long as they do nothing illegal. The 
machinery company was therefore as free to stipulate for certain 
covenants as the other party to such negotiations was to refuse to 
deal with the company. This, however, is carrying the protection 
of capital and profits rather far. It cannot be said that a covenant 
for the destruction of a competitor’s markets forms a reasonable 
protection against competition. An agreement between com- 
petitors to maintain their mutual business stability can be 
distinguished from an agreement between buyers and sellers to 
exclude lawful competition without any of the economic theorising 
that the Law Lords regard with such suspicion. 

The one limits competition, certainly, but it does not necessarily 
establish a monopoly and kill competing businesses. The other 
aims at a monopoly and at a monopoly alone, for it deliberately 
crushes competition. Their Lordships expressed the view that 
“if the monopoly established by the appellants and their mode of 
carrying on their business be as oppressive as is alleged (upon 
which their Lordships express no opinion), then the evil, if it 
exists, may be capable of cure by legislation or by competition, 
but in their view not by litigation. It is not for them to suggest 
what form the legislation should take or by what methods the 
necessary competition should be established.’’ 1 Had the principle 
of reasonableness been applied to determine whether the contract 
merely afforded a necessary degree of protection to capital, such a 
conclusion would have been impossible. The covenant is not 
directed to the protection, but to the destruction, of capital ; 
it aims at the complete elimination of competing firms. Nor is 
the covenant one of association between capitalists at arm’s 
length. It is a covenant between a seller exploiting power he 
possesses by way of patents to limit the buyer’s field of future 
choice, so that the buyer can no longer trade as he pleases and so 
that the seller’s competitors are deprived even of access to the 
market. 

There can be no doubt that this is restraint of trade at common 
law, and it may also be noted that the use of patents to the “ hurt 
of trade ”’ is contrary to the old Statute of Monopolies. A little 
consideration of the economic functions of the parties to this and 
other contracts in restraint would have provided the Judicial 
Committee with an appropriate defence of the public interest as 

1 United Shoe Machinery Co. of Canada v. Brunet (1909), A.C. 330. 
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far as the leasing of shoemaking machinery is concerned. When 
the United Shoe Machinery Company’s system of contract came 
before the United States Supreme Court, an affirmed judgment 
condemning it under the Clayton Act ended with the Court’s 
opinion that “it is hard to see how the ingenuity of man could 
have devised a scheme that would more effectually create a 
monopoly than the scheme set forth in the bill in this case.” } 

The Law Lords were preoccupied with the primary reasonable- 
ness as between the parties and did not deem it their function to 
assess the secondary reasonableness as between the parties and 
the public. They did not perceive that there is not one type of 
economic competition, but two. There is the competition of 
sellers or buyers between themselves, but there is also the com- 
petition of sellers with buyers as to the price that shall be paid. 
Allow a monopoly of either buyers or sellers in any field and the 
price is no longer a matter of competition and supply and demand, 
but of reason or of ‘‘ what the traffic will bear.” ‘This second 
public interest in competition was shut out of court in the North- 
Western Salt case.? 

There was here an agreement between certain salt manu- 
facturers to regulate output, fix prices, and sell through a central 
selling agency. The plaintiff company, a member of the associa- 
tion, alleged sales in violation of the agreement and sued for 
damages. ‘The defence did not plead that the contract was in 
restraint of trade and therefore unenforceable, and the case turned 
on the construction of its terms. Scrutton, J., found for the 
plaintiffs, but the Court of Appeal held the contract unenforceable. 
Farwell, L.J., raised the point that competition between buyers 
(the public) and sellers (the salt manufacturers) was killed, that is, 
that the contract was against the secondary public interest.® 
The House of Lords reversed this decision and upheld Mr. Justice 
Serutton, but it was established that when a contract is in 
unreasonable restraint of trade on the face of it the courts will 
not enforce it, whether restraint is pleaded or not.4 This con- 
cession to Lord Justice Farwell’s view was rendered useless as a 

1 U.S. v. United Shoe Machinery Co., 227 Fed., 507 (1915), affirmed 258 
US., 451, 

2 North-Western Salt Co., Ltd. v. Electrolytic Alkali Co., Ltd. (1914), A.C. 
461. 

3 Haldane, L. C., ibid., p. 465: ‘‘ No circumstances could justify such a 
contract made for the purpose of raising prices, with the inseparable incident 
of depriving the members of the public of the choice of manufacturers, while 
hoodwinking them into the belief that such choice is open to them; in any case, 
the special circumstances would have to be pleaded and proved by the plaintifis.”’ 

4 Ibid. 
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protection of the public interest because, as Lord Haldane 
admitted, unlawful restraint can rarely appear on the face of such 
an agreement and depends on the surrounding circumstances, 
in which case it must be raised on the pleadings to receive judicial 
attention. Unless, therefore, one of the parties confesses to 
monopolistic practice the secondary public interest on the price 
issue cannot come into court, while for the primary interest of 
protecting profit and property ‘“ the parties are the best judges of 
what is reasonable between themselves.’’ 1 Later cases confirm 
this ruling.? 

A second line of cases, in most of which contracts were held 
unenforceable, establishes another rule important in its bearing on 
the secondary public interest of reasonable prices and perceptible 
competition for the favour of the market. In Hilton v. Eckersley 
the court was concerned with a combination of masters directed 
against workmen, and it was ruled that a contract to carry on one’s 
trade in conformity with the will of others is contrary to public 
policy. But the contract is valid if the parties care to observe 
it, a point clearly established some ten years after Hilton v. 
Eckersley 4 and confirmed in the Mogul case. In another case 
it was said from the bench that ‘“ the general rule still remains. 
A combination for the mere purpose of securing higher prices not 
based on any legal consideration is not to be enforced by law. 
Such acombination is not illegal in the sense that it is punishable, 
but it is illegal in the sense that it is not enforceable by the 
courts.” > Restraint by contract is thus permissible in English 
law to any degree if the parties are not in dispute. If a dispute 
arises and is followed by litigation, the test of enforceability is the 
view of the contract taken by the parties at its conclusion. The 
law courts seem to have reversed Macaulay: ‘“ All were for the 
party and none were for the state.” 


IV 
Those rules relating to covenants for the sale of a business 


which date back to the seventeenth century are common to both 
English and American law. But the American courts have placed 


1 Haldane, L, C., loc. cit. 
2 Rawlings v. General Trading Co., Ltd. (1921), 1 K.B. 635. 
English Hop-Growers v. Dering (1928), 2 K.B. 174. 
Palmolive Co. (of Great Britain), Ltd. v. Freedman (1928), Ch. 264. 
® Hilton v. Eckersley (1855), 6 E. & B. 47. 
4 Hornby v. Close (1867), L.R. 2 Q.B. 153. 
5 Day, J., in Urmston v. Whitelegg (1890), 7 T.L.R. 41, 295. 
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a diminishing emphasis on the idea that public policy countenanced 
primarily the protection of the property sold; they have leaned 
more and more to the idea that what public policy was excluding 
was the unfair competition of a man who has acquired some 
expectancies in a market that if he continues in business there 
people will continue to deal with him. If he sells his business he 
sells these expectancies ard, therefore, the sale may be accom- 
panied by a covenant restricting him from them. From this the 
same rule flows as in English law; the question of reasonableness 
is one that relates primarily to the contracting parties.1_ In the 
Addyston Pipe case Mr. Justice Taft summed up the common law 
position in the United States at the end of the nineteenth century : 
‘“‘ Covenants in partial restraint of trade are generally upheld as 
valid when they are agreements (1) by the seller of property or 
business not to compete with the buyer in such a way as to 
derogate from the value of the property or business sold ; (2) by a 
retiring partner not to compete with the firm; (3) by a partner 
pending the partnership not to do anything to interfere, by 
competition or otherwise, with the business of the firm;? (4) by 
the buyer of property not to use the same in competition with the 
business retained by the seller; and (5) by an assistant, servant 
or agent not to compete with his master or employer after the 
expiration of his time of service. Before such agreements are 
upheld, however, the court must find that the restraints attempted 
thereby are reasonably necessary (1, 2 and 3) to the enjoyment by 
the buyer of the property, goodwill or interest in the partnership 
bought; or (4) to the legitimate ends of the existing partnership ; 
or (5) to the prevention of possible injury to the business of the 
seller from use by the buyer of the thing sold; or (6) to protection 
from danger or loss to the employer’s business caused by the 
unjust use on the part of the employee of the confidential 
knowledge acquired in such business.” % 

The American rule as to individuals contracting as individuals 
and not forming a combination does not differ from the English 
rule sufficiently to warrant detailed examination. There is one 
point in the American phraseology suggesting a new line of 
evolution; the contracts held to be in restraint of trade are 
described not as unenforceable, but as void. The implication 

1 J. E. Davies: Trust Laws and Unfair Competition, p. 3. 

2 Cf. the Partnership Act (1890) (53 & 54 Vict. c. 39), S. 30: duty of partner 
not to compete with firm. 

3 U.S. v. Addyston Pipe and Steel Co. et al. (1898), 85 Fed. 271, 281, 282. 
Mr. Justice Taft cites Alger v. Thacher, 19 Pick. (Mass), 51, 54 (1837), on the 


‘* unreasonableness ”’ of contracts in restraint of trade. 
No. 181.—voL. XLv1. D 
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is that American practice never made the subtle distinction 
between a contract which is lawful but unenforceable and a 
contract which is void and therefore unenforceable. American 
jurisprudence made the simpler division into legal contracts, which 
were enforceable, and contracts void or voidable for want of 
legality. All contracts passed into these two classes; there was 
no penumbra. The Sherman Act was a later but logical develop- 
ment from this position. But before this Act the extension of the 
rules relating to restrictive covenants to contracts between busi- 
ness firms to control competition between themselves was simple. 
Attempts, for instance, to control supply by contracts between 
competing suppliers were held void;! so were agreements to 
divide territory ;? so also were pooling arrangements ° and price- 
fixing associations of competitors.4 Even where each of the 
parties to the contract retained full ownership, management and 
control of his own business, but covenanted to use a common 
marketing agency, the contract was void at common law,* and 
the principle of restraint was also held to be applicable to 
agreements between competing buyers.® 

In one or two cases restrictive agreements between competing 
parties were upheld. When the two principal manufacturers of 
washing machines in the United States agreed to divide profits 
in order to avoid competition, the agreement was upheld by the 
Court. The judgment said, ‘‘ the scheme of the parties did not 
contemplate suppressing the manufacture or sale of machines 
by others. It is quite legitimate for any trader to obtain the 
highest price he can for any commodity in which he deals. It is 
equally legitimate for two rival manufacturers or traders to agree 
upon a scale of selling prices for their goods and a division of the 
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Santa Clara Valley Mill and Lumber Co. v. Hayea et al. 76 Cal. 387 (1888) : 
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profits. It is not obnoxious to good morals, or to the rights of the 
public, that two rival traders agree to consolidate their concerns 
and that one shall discontinue business, and become a partner 
with the other, for a special term. It may happen, as a result of 
such an arrangement, that the public have to pay more for the 
commodities in which the parties deal, but the public are not 
obliged to buy of them. -Certainly the public have no right to 
complain so long as the transaction falls short of a conspiracy 
between the parties to control prices by creating a monopoly.” + 
Again, an agreement among St. Louis quarrymen for six months to 
sell stone only through an agent, who was to apportion output 
among them, was upheld. The ground was that the agreement 
did not even embrace all the quarrymen of the St. Louis district. 
** There is no evidence that it works any public mischief, and the 
contract is not of such a nature that it is apparent from its terms 
that it tends to deprive men of employment, unduly raise prices, 
cause a monopoly, or put an end to competition.” ‘Fhe court also 
pointed out that the contract was very limited both in time and 
space.” 

The Sherman Act altered the doctrine of restraint of trade in 
contract to make all restraining contracts illegal and criminal. 
By so doing it restricted the power of competitors to contract with 
each other, suggesting that the Benthamite dilemma of the limits 
of contractual power is to be solved by a consideration of the 
economic capacity in which the parties contract. If the contract 
emerges from the two sides of the supply-demand nexus, that is, 
from competition between sellers and buyers, the contract is 
prima facie lawful and enforceable. But if it emerges only from 
one side, that is, from agreement between buyers or agreement 
between sellers, it is prima facie unlawful and requires justification 
from the circumstances surrounding it. 

The point may be amplified by examples. A group of pottery 
manufacturers found competition forcing them down to ruinous 
price levels. The group therefore formed an association which 
standardised prices, with great precautions to see that the prices 
so fixed were reasonable. It was nevertheless held by the court 
that an agreement between competitors to fix prices was an agree- 
ment to suppress competition and therefore an illegal restraint of 
trade.2 A lumber trade association was formed, and as part 
of the common agreement the members sent to the central office 


1 Dolph v. Troy Laundry Machinery Co., 28 Fed. 553 (1886). 
2 Skrainka v. Scharringhausen, 8 Mo. App. 523 (1880). 
3 U.S. v. Trenton Potteries Co., 273, U.S. 392 (1927). 
D2 
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full information about their stocks, prices, and certain other 
things, receiving in return a digest of this data covering their 
individual markets. The digest was accompanied by a circular 
urging the members to keep down production and keep up prices, 
and prices were, in fact, generally increased. The court held the 
agreement to be illegal, since it furnished information which in 
effect was used to suppress competition.1 But this ruling does 
not mean that trade associations are per se illegal or that they may 
not send to their members information on stocks, production, 
prices and trade prospects. So long as these activities are not 
accompanied by definite attempts to raise prices they may be 
legal; the test is whether or no the association is intended or is 
used to suppress competition.? 

But a difficulty arises. The normal course of goods from 
producer to consumer is through a chain of distributive businesses, 
from wholesaler and main distributors down to the retailer. At 
their stages these middlemen are all buyers from the stage nearer 
the producer and sellers to the stage nearer the consumer. Hence 
the contracts between each stage are normal contracts of sale and 
lawful as such. But suppose the manufacturer imposes standard 
prices and terms upon all his distributors and through them upon 
all retailers, by extracting from the distributors as part of their 
contract a covenant not to supply retailers who “cut ”’ prices ? 
This question has separated out from the main problem of trade 
combination because, while it involves price-fixing, the agreement 
is not by way of a combination or association voluntarily entered, 
but by way of an individual contract which may not involve any 
intent to restrain trade. The earlier decisions of lower courts 
established the general proposition that, as in England, the right 
to deal or refuse to deal at pleasure encompassed the right to deal 
on stated terms or not at all.2 But the Supreme Court has 
denied this proposition. It has been held that a patentee has no 
right to fix retail prices by notice; his monopoly ends at “ using, 
making and vending.” 4 The right of selling on stated terms has 
been exercised in the first sale of the goods, and subsequent sales 
are contracts standing outside the protection and purpose of the 


1 American Column and Lumber Co. v. U.S. 257, U.S. 337 (1921). The 
dissenting opinion (Holmes, Brandeis and Stone, J.J.) attacked the wholesale 
condemnation of trade association activities, and has since been adopted in part 
by the Supreme Court. 

2 Maple Flooring Manufacturers’ Association v. U.S. 268, U.S. 563 (1925). 

3 Federal Trade Commission: Report on Resale Price Majntenance, 70th 
Congress, 2nd Session 546, pp. 3-8. | 

* Bauer & Cie v. O’Donnell, 229 U.S. 1 (1913). 
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patent law. Nor can the owner of a copyright fix resale prices.! 
And the prohibition extends to fixing the prices by contract of 
articles distinguished by trade marks or brand names.? 

The economic issue in these practices is one of function. 
Taking a simple chain of manufacturer-wholesaler-retailer- 
consumer, the wholesaler has a double capacity. To the manu- 
facturer he is a buyer and manufacturer-wholesaler contracts are 
therefore lawful, whatever their terms. But to the retailer the 
wholesaler is a seller and part of the productive organisation from 
which the flow of goods comes. The wholesaler and manufacturer 
may combine to exploit the consumer. And a general agreement 
enforced by the manufacturer that his goods shall be sold only at 
the prices he fixes is collusion on the side of supply which has the 
effect of suppressing competition and negativing benefits the 
consumer may derive from variable efficiencies in distribution. 
Two cases draw the rather fine dividing line between what a 
manufacturer may and may not do. A manufacturer may send 
to dealers a list of retail prices and ask for their general observance, 
intimating at the same time that he strongly prefers to distribute 
his products through dealers meeting his requests.% 

On the other hand, a manufacturer may not arrange with his 
distributors to sell only to those who observe his list of retail 
prices.4. And it must be added that this distinction and these 
rules apply only to contracts where the title in goods is intended to 
be passed. Ifa manufacturer distributes his products through an 
agent, the agent can carry out any instructions of his principal as 
to the terms to be embodied in the contracts of sale he concludes. 
But even here the agent (to whom in any case no title to the goods 
must pass) cannot bind parties with whom he deals to maintain 
resale prices.5 The rule of American law relating to resale price 
maintenance comes to this, that a company may not demand any 
type of close association with its dealers to effect resale price 
maintenance. Prices may be maintained by voluntary co-opera- 
tion from the dealers in response to the expressed wishes of the 
company, and the company may also intimate that it will in 
future refuse to supply dealers who cut prices. But if the 
company goes beyond this point and attempts to coerce the dealers 
by using inquiry agents or other means, so that the dealers have 
not free choice of their lines of action, then the scheme is illegal 


1 Bobbs-Merrill v. Straus, 210 U.S. 339 (1908). 

Dr. Miles Medical Co. v. John D. Park & Sons Co., 220 U.S. 373 (1911). 
U.S. v. Colgate & Co., 250 U.S. 300 (1919). 

U.S. v. Schrader & Sons Co., 252 U.S. 85 (1920). 

U.S. v. General Electric Co., Ltd., et. al, 272 U.S. 476 (1926). 
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even though the company does no more than express its strong 
wishes as to the prices to be charged.1 The noxious elements in 
resale price maintenance thus appear to be direct agreement, 
written or implied, or intimidation beyond the mere refusal of 
supplies to a customer reselling below the price fixed.2 Corpora- 
tions associating to formulate co-operative schemes to maintain 
prices, or to fix standard contract terms, and refusing supplies to 
customers who do not conform are guilty of criminal conspiracy, 
even though their actions would be lawful if done by the individual 
companies. The illegality is not in the separate activities, but in 
the collusion.® 


Vv 


There remains for examination one further limitation on the 
contractual power of corporations developed by the American 
common law. Certain statutory rights and duties relating to 
supplies and prices are imposed on public utilities in English law. 
But a right to a market monopoly and an accompanying duty to 
charge reasonable prices only and to supply goods or services to 
all comers appears in the common law relating to markets, fairs, 
ferries, bridges, roads and wharves. The legal development of 
public utilities in England has been almost wholly statutory and 
the common law principles have faded into oblivion, hidden behind 
the results of Parliamentary energy in regulating gas, water, 
electricity and railway companies. This was not so in the United 
States, possibly because the State legislatures were not so wholly 
in favour of regulation and certainly because the dissentient 
minority against any Act of regulation could always appeal to the 
Supreme Court on a plea of unconstitutionality. In this way 
the famous case of Munn v. Illinois came before the Supreme Court 
of the United States on appeal from the Supreme Court of Illinois.* 
The Constitution of Illinois, adopted in 1870, contained a provision 
authorising the State legislature to regulate the rates charged for 
storing grain in public warehouses.® In 1871 the legislature passed 
a regulating Act, and in 1872 Munn and Scott were charged with 
unlawfully operating a grain warehouse. They had not taken out 

1 F.T.C. v. Beech Nut Packing Co., 257 U.S. 441 (1922) 

2 F.T.C, v. Harriet Hubbard Ayer Inc., 273 U.S. 759 (1927). 

Cream of Wheat Co. v. F.T.C., 14 Fed. (2 d), 50 (1926). 
3 a a Retail Lumber Dealers’ Association v. U.S. 234, U.S. 600 
dishes é. Pathe Exchange Inc., 263 U.S. 291 (1923). 


* Munn ». Illinois, 94 U.S. 77 (1877). 
5 Article XTIT, Warehouses. 
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the required licence and they were charging rates in excess of those 
established by law.1 Upon conviction they appealed to the 
Supreme Court of the United States, where the issue became the 
constitutionality of the Illinois law. 

The Act was upheld on a direct development of (with citations 
from) the principles laid down by Sir Matthew Hale in dealing with 
wharves and ferries in his books De Portibus Maris and De Jure 
Maris. The doctrine of the ‘“‘ public interest ” suggested by Hale 
was extended to form the rule that “‘ when private property is 
devoted to a public use it is subject to public regulation.” ? It 
was apparent, said Waite, C.J., that the elevating facilities through 
which the grain of seven or eight great States must pass on the way 
to the sea may be a virtual monopoly. ‘‘ Under the circum- 
stances, it is difficult to see why, if the common carrier, or the 
miller, or the ferryman, or the innkeeper, or the wharfinger, or the 
baker, or the cartman, or the hackney coachman, pursues a 
public employment and exercises ‘a sort of public office,’ these 
plaintiffs in error do not. They stand, to use again the language of 
their counsel, in the very ‘ gateway of commerce,’ and take toll 
from all who pass. Their business most certainly ‘tends to a 
common charge, and is become a thing of public interest and use.’ 
Every bushel of grain for its passage ‘ pays a toll, which is a com- 
mon charge,’ and, therefore, according to Lord Hale, every such 
warehouseman ‘ ought to be under public regulation, viz. that he 
take but reasonable toll.’ Certainly if any business can be 
clothed ‘ with a public interest and cease to be jus privati only,’ 
this has been. It may not be made so by the operation of the 
Constitution of Illinois or this Statute, but it is so by the facts.” ® 

The decision in Munn v. Illinois established a common law 
rule that divides industry and commerce into two large classes : 
businesses affected with a public interest, limited in contractual 
power on that account; and businesses not so affected. Public 
utilities fall into place as a special group in the first class. 
Industries are included in the public interest class when it is 
judged by a court, or more usually by a legislature, that they have 
peculiarities limiting the effectiveness of competition to protect 
the public interests dependent on them. For instance, competi- 
tion between insurance companies might endanger their solvency.’ 
Taft, C.J., said, ‘‘ Businesses said to be clothed with a public 


1 Munn et al. v. The People, 60 Ill. 80 (1873). 

2 94 U.S. 77, p. 85. 

3 Ibid., pp. 85-86. 

4 German Alliance Insurance Co. v. Lewis, 233 U.S. 389 (1913). 
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interest justifying some public regulation may be divided into 
three classes : 


““(1) Those which are carried on under the authority of a 
public grant of privileges which either expressly or implicitly 
imposes the affirmative duty of rendering a public service 
demanded by any member of the public. Such are the railroads, 
other common carriers and public utilities. 

“* (2) Certain occupations, regarded as exceptional, the public 
interest attaching to which, recognised from earliest times, has 
survived the period of arbitrary laws by Parliament or Colonial 
legislatures for regulating all trades and callings. Such are those 
of the keepers of inns, cabs and grist-mills. 

“* (3) Businesses which, though not public at their inception, 
may be fairly said to have risen to be such and have become 
subject in consequence to some government regulation. They 
have come to hold such a peculiar relation to the public that this 
is superimposed onthem. In the language of the cases, the owner, 
by devoting his business to the public use, in effect grants the 
public an interest in that use and subjects himself to public 
regulation to the extent of that interest although the property 
continues to belong to its private owner and to be entitled to 
protection accordingly.” 1 


One or two other points emerge from Mr. Taft’s judgment. 
He remarks that ‘in a sense the public is concerned about all 
lawful business because it contributes to the prosperity and well- 
being of the people.” But “the expression ‘clothed with a 
public interest ’ as applied to a business means more than that the 
public welfare is affected by continuity or by the price at which a 
commodity is sold or a service rendered. The circumstances 
which clothe a particular kind of business with a public interest 
in the sense of Munn v. Illinois and the other cases, must be such 
as to create a particularly close relation between the public and 
those engaged in it, and raise implications of an affirmative 
obligation on their part to be reasonable in dealing with the 
public.” And “in nearly all the businesses included under the 
third head above, the thing which gave the public interest was 
the indispensable nature of the service and the exorbitant charges 
and arbitrary control to which the public might be subject 
without regulation.” 2 

The compulsory economic association which is implied in the 
regulatory powers of the law in “ public interest ” cases has been 


1 Charles Wolff Packing Co. v. Court of Industrial Relations, 262. U.S. 522. 
2 Ibid. 
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applied, either by federal or state jurisdiction, to many trades. 
One list of industries so held to be affected with a public interest 
gives “railways, carriers by water, wharf and dock companies, 
terminal companies, express companies, bus and _ taxi-cab 
companies, telephones, telegraph and wireless companies, 
messenger services, market ticker services, Boards of Trade, 
gas companies, electric light and power companies, heating 
companies, water companies, sewage disposal companies, canals, 
irrigation companies, booming and rafting companies, stockyards, 
commission merchants, creameries, hotels, toll-bridges, ferries, 
tunnelling companies, grain elevators, grist mills, ice companies, 
cotton gins and laundries.” 1 It seems that the provision of 
services and amenities falls more easily into this control of 
competition than production. But this interpretation of ‘ public 
interest ’’ on common law principles has not yet reached finality. 


VI . - 

Two factors are intermingled in the legal theory of combina- 
tions of producing units; they have already been described as the 
interest of property and the interest of price. The law has never 
subscribed wholly to the economic theory of demand settling price ; 
it has always subordinated price to personal rights. It has 
condemned combination (particularly in America) on the grounds 
that it attacks the right of men to their trades both directly and 
because by establishing monopoly prices it diminishes the pur- 
chasing power available for other commodities. At the same time 
the law concedes the right of capital to protect the property 
invested in production by association with other producing units. 
The cases usually arise when excessive competition has reached a 
stage when the industry concerned is as a whole over-capitalised 
and losses are inevitable. If there has been an excess of previous 
competition, combination presupposes an investment of capital 
too great for the market to maintain at a remunerative rate.? 
Loss of capital is inevitable, and the law, both English and 
American, allows combination as a permissible method of defence 
of capital so jeopardised. In the last fifty years the law has also 
been equipped to allow the “ writing down” of capital, but the 
results of the supervision of this process by the courts are beyond 
the scope of the present essay. It remains, however, an important 
consideration when the relation of combination and capitalisation 
is under discussion. 


1 Keezer and May: The Public Control of Business, pp. 6—7. 
2 D. H. Macgregor: Industrial Combination, pp. 38-40. 
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There need not be any general over-capitalisation to allow 
the exercise of the “right” to combine. Capitalisation and 
competition are not in themselves the legal issues, nor are theories 
of what combination can accomplish by way, for instance, of the 
“‘ economies of large-scale production.”’ 'The modern trend of the 
law is still consistent with the common law, though neither is 
consistent with classical economic theory for the reason that 
rights are the basis of the law and not supply, demand and 
competition. And since 1800 the common law has had to decide, 
with some assistance from statutes, exactly what legal rights have 
been emerging from the changing economic forms of social life. 
The general principle that the law concedes the right to associate 
demanded by modern industrial production and modern com- 
merce has been differently qualified by the special forms which 
have appeared on each side of the Atlantic. In England the free 
trade system exposed English industry, however highly combined, 
to the competition of other industrial countries. In consequence 
there was no need for the law to develop special defences of the 
consumer against high prices; the system contained its own 
corrective. This was not so in the United States, where the tariff 
system engendered the trusts and the anti-trust laws for the special 
protection of prices. 

The idea of monopoly has been constantly present to American 
law because American conditions favoured its growth, and it runs 
right through the whole of the developments special to America. 
The principle of ‘‘ public interest ” industries is the most significant 
of these variations on the common law theme; one of great 
importance to consumers of monopolised goods and services that 
are virtual necessities. 'The only serious misapplications of the 
monopoly rule arise from its over-emphasis. The special non- 
competitive position of trade unions has been only allowed on a 
limited scale. And harmless co-operative activities of capital 
such as trade associations fell, killed one might say, mainly by 
suspicion. Even the defence of invested capital has been gener- 
ally overruled by the consideration of monopoly and it needed the 
obvious contraction of an industry to put monopoly second to 
property.1 Even so, the incidence falls not on limiting competi- 
tion, but on fixing a basis—a set of rules—for fair competition so 
that wanton destruction of productive enterprise does not occur. 

In England the accent has been steadily on the defence of 
property, so much so that the courts have not always made sure 
whether the property of production was actually defended. But 
it appears to be fairly well settled that the defence is to be directed 

1 Hughes, C. J., in the Appalachian Coal case. New York Times, 14.3.33., 
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to the limitation of competition between sellers or between buyers 
and not that between buyers and sellers. Unfortunately the 
English courts, in their distrust of economic theory, have also 
fought shy of economic facts. They have never admitted to 
court the full material which would enable them to determine the 
economic status of the parties to the action, as the American 
judges have done. Restraint of trade, in fact, cannot be decided 
by the precedent system, it can only be decided by the position 
and responsibilities of the parties alleged to be restraining. No 
economic theory is involved in the fact that a wholesaler represents 
demand to a manufacturer, but supply to a retailer. 

Implicit in the development of the law of economic association, 
therefore, is a reversal of the movement from status to contract. 
If the law is to remain rational in its dealings with the new 
statutory conceptions of association, it must look at the economic 
status of the parties. But the movement has already been going 
on for some time; shareholders, trade unionists, debenture- 
holders, members of regional and national schemes are all repre- 
sented at law in their special functions, and a man may be all of 
them at once. This same movement back to legal conceptions of 
function rather than individuality is also breaking down the sepa- 
ration of corporate personality and unincorporated associations. 
The logic of denying to an unincorporated group of companies 
what is allowed to a single holding company was never apparent. 

Lastly, the relation between combination, competitive 
practices and monopoly is becoming more clearly set out. The 
position may be put this way : Combination is now legal in itself, 
but competitive practices aiming at monopoly are to be subject to 
regulation. The task of the law is not to inhibit combination and 
any trend there may be towards corporativeness ; but to separate 
out the rights of property and employment and reasonable prices, 
and to eliminate practices harmful to these rights. In the hands 
of the English and American judges the common law has been 
adapted to the accomplishment of these tasks remarkably well. 
The two obvious gaps—one the American insistence that monopoly 
must never be allowed, the other the English rule that a con- 
tractual combination is unenforceable while a financial combina- 
tion is clothed with new individuality—are being filled in by 
legislation. And with that legislation comes the legal-economic 
problem of the present century, the legal adjustment of production 


to determinate markets. 
Cotin A. Cooke 


University College, 
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UTILITY ANALYSIS AND INTEREST 
I 


Amone the assumptions which are traditionally regarded as 
necessary for the existence of a stationary state, the most diffi- 
cult to define is that of constant tastes. Without attempting to 
solve all the puzzles to which this concept gives rise, it is interest- 
ing to trace the effects which the usual and, it is suggested, 
illegitimate interpretation of its meaning has had on the treat- 
ment of the interest problem. We shall find that much of the 
confusion which still exists about the réle of the psychical element 
in the determination of the rate of interest is due to the sort of 
pseudo-problems which generally arose out of the idea that the 
utility of a commodity can be conceived as an absolute magnitude 
instead of merely as a relation to some other commodity. 

Although the authors mainly concerned made little or no use 
of algebraic or geometric exposition, it will make for clearness if 
we begin by re-stating their assumptions in these terms. In this 
first section we shall deal mainly with the assumptions underlying 
Béhm-Bawerk’s statement of the problem, and with the quite 
consistent conclusions which Professor Schumpeter drew from 
them. Professor Schumpeter did not, of course, intend these 
conclusions to constitute a reductio ad absurdum of the initial 
assumptions, but to-day they appear almost as such. In later 
sections we shall attempt to estimate the progress which has been 
achieved by Professor Irving Fisher’s application of the modern 
apparatus of utility analysis, and to show that even he did not 
quite succeed, at least in his terminology, in cutting himself loose 
from the inferences drawn from the assumptions of earlier utility 
analysis. 

With the utility of a commodity conceived as an absolute 
magnitude, it was natural to define constant tastes as implying 
that at all successive moments the marginal utility of equal 
quantities of a commodity available at successive moments was 
the same. It makes little difference for our purpose whether 
this assumption is stated in the simpler and even more objection- 
able form u, = f(x), implying that the marginal utility of 2 
depends on the quantity available of that commodity only, or 
whether it is stated in the slightly more meaningful form u, = 
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f(x, y, 2 . . .), implying that the marginal utility of x depends on 
the quantities of all commodities available at that moment. 
Whichever of these alternatives we actually choose, the essential 
point is that in either case it is assumed. that the marginal utility 
of any commodity at a particular moment depends only on the 
quantities of commodities available at that moment, that it is 
independent of the quantities provided for other moments, and 
that from this statement of the absolute utilities at different 
moments we can make deductions about the relative utility of 
quantities available at different moments. Whether the assump- 
tion actually made is that the supply of all other commodities is 
constant, or whether this is assumed to be irrelevant, the result 
is in either case that the utility of different quantities of any 
commodity at different moments is regarded as adequately 
represented by independent utility curves which, if tastes are 
assumed to be constant, must be of identical shape. 

If we proceed on the assumption of constant tastes as thus 
defined, it is not difficult to see how, on the one hand, Béhm- 
Bawerk was led to the conclusion that the existence of interest 
could only be explained by a systematic under-valuation of 
future needs, and how, on the other hand, Professor Schumpeter, 
rejecting this explanation as unrealistic and in contradiction with 
the assumption of constant tastes, came to the conclusion that 
the existence of interest was incompatible with stationary 
conditions. 

Béhm-Bawerk’s central problem, although he did not always 
state it in this form, was why people did not take advantage of 
the possibility of increasing by investment the product obtain- 
able from given resources to such a point that the utility of the 
greater future product fell to a level equal to the utility of the 
services which could be obtained by the alternative current use 
of these resources. This is what one would expect from the 
general rule that all resources will be distributed among their 
different uses in such a way that the marginal utility of all those 
products will be the same, and therefore also equal to the (derived) 
marginal utility of the factors used. The only possible explana- 
tion why this did not happen in so far as products obtainable at 
different moments of time were concerned, seemed to be that 
people did not actually attach that true utility to future products 


1 In an attempt made a number of years ago to clear up some of the diffi- 
culties which arise in this approach, I have myself used this construction without 
becoming aware of the illegitimate assumptions which it involves (“‘ Zur Pro- 
blemstellung der Zinstheorie,” Archiv fiir Sozialwissenschaften und Sozialpolitik, 
vol. lviii/3, 1927, pp. 517-532, specially 523). 
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which corresponded to the assumption of constant tastes as 
defined above, but attached only a smaller importance to them 
which decreased in proportion with the time distance. This 
would evidently lead people to stop investing for the future 
before the true future utility of the greater future product had 
actually fallen to the level of that of the smaller alternative 
present product, and thus would account for the existence of the 
“gap ”’ between the utility of the factors and the utility of the 
product which, according to Béhm-Bawerk, is the true source of 
interest. 

If, however, one denied with Professor Schumpeter the exist- 
ence of such a psychical discount, the same assumptions would 
necessarily lead to the conclusion that saving must continue so 
long as additional investments brought a greater product than 
could be obtained from the current use of the same resources, 
and that, in consequence, a stationary state could only be reached 
after interest had disappeared. At any one moment, it is true, 
the amount which it would be advantageous to invest would be 
limited by the fact that the marginal utility of given additions 
to the output at any future moment would fall, and that, in 
consequence, even a future product obtainable from further 
doses of investment, which was greater in quantity than the 
alternative present output, might have a smaller utility than the 
latter. But this would only limit the rate of saving, and not 
alter the fact that some saving would continue so long as the 
physical return from any factor could be increased by investing 
it for a longer period. Only the complete exhaustion of all 
opportunities to increase output from any factor in this way 
could put a stop to further saving, and since a stationary state 
implied that there is no saving, it is possible only if the pro- 
ductivity of capital, and therefore interest, have disappeared. 

It will be seen that this proposition is only a logical develop- 
ment from the assumption originally made by Bohm-Bawerk, if 
the initial assumption about the identical shape of the utility 
curves at successive moments is not subsequently modified by 
the introduction of a psychical discount. 


If 


The assumption that the tastes of a person remain constant 
is really meant to express that he will act in the same way at 
successive moments if faced with the same circumstances. Is it 
necessary for this purpose to assume that the utility functions 
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at the successive moments are the same in the absolute sense 
implied in the traditional statement of the problem ? 

There can be no question now that the absolute utility func- 
tions have a definite meaning only in so far as they can be trans- 
lated into a statement about the quantities of the commodities 
concerned, which under the given conditions will have exactly the 
same utility, or be perfect substitutes for each other. The utility 
curve for any commodity would thus express the decreasing quan- 
tity of some other commodity the total supply of which was 
assumed to be constant, which under otherwise unchanged con- 
ditions would just equal the utility of successive marginal addi- 
tions to the supply of the first commodity. The meaning of the 
assumption that the two utility curves for the same commodity 
at two different moments should be identical, although slightly 
more complicated, can also be expressed as a statement about 
the relative quantities of the commodity available at the two 
moments which will have the same utility. As a little reflection 
will show, this assumption must mean that if the total quantities 
of the commodity available at each of the two dates are the 
same, equal quantities will have the same value, and that if the 
total quantities available at the two moments are different, a 
small addition to the smaller total and larger addition to the larger 
total will be equally useful. 

This, however, would be merely a statement about the atti- 
tude of the person concerned at the earlier of the two dates in 
question, since only at this date could he actually choose between 
two such quantities; it would not state whether his attitude at 
the two dates was the same or different. In order to be able to 
make such a statement, we would have to know how he would 
decide in a similar position at the second date. It is true that 
if the assumption of constant utility curves refers not only to 
the two dates considered, but to all possible dates, this also 
implies that at the second date his decision would be the same. 
But it becomes at once obvious that this might be equally true 
if the utility curves for the different moments were not the same 
in an absolute sense. In order that my choice between to-day 
and to-morrow may be the same as to-morrow’s choice between 
then and the day after, it is by no means necessary that on each 
occasion the quantities available either to-day or to-morrow which 
I regard as equally useful should be identical quantities. It is 
only necessary that on each occasion the proportion between a 
certain quantity to-day and the quantity to-morrow which I 
regard as equally useful should be the same. 
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The fact is that the assumption of identical utility curves at all 
successive moments states not merely the general postulate that the 
choice between present and future will be made in the same way 
at different moments, but implies beyond that that the choice 
will be made in a particular way. Instead of being a merely 
formal assumption expressing that the attitude of a person will 
be the same at successive moments, it is a very definite assumption 
of the particular attitude he will take at each moment. We 
shall see later whether this particular assumption has any merits 
which would justify one in regarding it as a particularly signifi- 
cant, or as representing in any sense the normal case. At this 
point we are interested merely in showing how it could have 
seemed to follow directly from the assumption of constant tastes 
necessary for static analysis, if utility is conceived as an absolute 
magnitude which can be described as a function of one variable, 
the quantity of the commodity in question. 

But while with the modern “ indifference ’ approach to the 
utility problem it is easy to see that any attitude as between 
present and future is compatible with the assumption of constant 
tastes, it is also not difficult to understand why the older approach 
led Béhm-Bawerk and his followers to introduce the idea of a 
“* perspective under-valuation of future wants.”’ The special case 
which they regarded as the case of constant tastes would indeed 
require that people should save and invest until the value of the 
present factors had become equal to the future utility of their 
product, 7.e. until interest had disappeared. In fact, however, 
by this they did no more than overcome a difficulty of their own 
making. Only because they had assumed that constant tastes 
implied that equal quantities of a commodity at two dates ought 
to have the same marginal utility to a person at a particular 
moment, did they have to introduce a special reason why this 
was not the case. In the particular form in which this was done 
their statement has, indeed, little meaning. It implies a com- 
parison between the present (absolute) utility of a future com- 
modity and its future (absolute) utility which is regarded as the 
true utility. Such a comparison does not arise in any act of 
choice, since it is from the nature of things impossible to con- 
template anything at one and the same time as from the present 
and as from the future All comparisons of relative utilities are 
necessarily as from one moment of time, so that all they express 
are relations between present utilities of present goods and 
present utilities of future goods. The utilities attached at different 
moments can only be compared by contrasting the relative 
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utilities of one pair of commodities at the one moment with the 
relative utilities of a corresponding pair of physically similar 
commodities at another moment. 


Ill 


In the modern notation we should, then, have to represent 
constant tastes by declaring the indifference map of the indi- 
vidual (or the indifference maps of all the individuals) to be the 
same at every moment. By this we should mean that, although 
of course the commodities referred to by the maps of successive 
moments were not, in the strict sense, identical commodities, 
they were systems in which each element stood in identical rela- 
tions to all the others. The place of any commodity available 
next year would, in the indifference map referring to next year, 
be taken by a similar commodity which would still only be 
available next year, and so on. : 

In this section an attempt will be made te use such an indif- 
ference map to describe the process of saving of an isolated 
person. To make it possible actually to draw an indifference 
map, it will in the first instance be necessary to abstract from the 
existence of a multitude of different commodities, and to speak 
of income as if it were one composite commodity always made 
up of the same proportions of different commodities. Even so, 
our indifference map would have to have an infinite number of 
dimensions—namely, as many as there are future moments of 
time to be considered. We shall obviate this difficulty by assum- 
ing that there is only one possible investment period, say one 
year (as might be the case in a purely grain-growing community), 
and that, in consequence, there will exist at any one moment an 
immediate choice only between changes in this year’s and in 
next year’s product. We shall assume, however, that any invest- 
ment is intended to be permanent, 7.e. that a similar amount is 
to be reinvested in every successive year, and that, in conse- 
quence, only the net (and not gross) returns are considered as 
the addition to the income of next year (and all future years) 
which is due to a given investment.! 

1 In this respect the following diagrams differ from the similar ones used by 
Professor Irving Fisher (The Theory of Interest, 1930, p. 237 et seq.), whose “* Will- 
ingsness ” and, “‘ Market ”’ lines refer to gross (and not net) returns. While in 
consequence in his diagrams “a given rate of interest is represented by the 
algebraic difference between the slope of the given Market line, and the 100 per 
cent. slope of the 45° zero interest line,” the rate of interest is directly represented 
by the slope of the curves used in the following diagrams. The advantage of 
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In the accompanying diagram next year’s income is measured 
along the abscissa OX and this year’s income along the ordinate 
OY. The line OW is drawn across the quadrant at an angle of 
45 degrees to the two axes, to indicate the locus of all points 
representing equal incomes this year and next year (corresponding 
to stationary conditions). 

It will be convenient to start by considering the attitude of a 
perscn who has not yet made any investments, but who, if he 
did not invest, would receive equal incomes this year and next 
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year. The position of such a person is represented by the point 
P on the line OW in the diagram, which accordingly may serve as 
a starting-point. Since it is assumed that his intention will be 
regularly to reinvest at every successive period an amount equal 
to the original investment, the actual choice open to him will 
be between—retaining a given amount of present income and 
a permanent net addition to his future income. It may perhaps 





this method of representation, as will be seen, is that it enables us to use the 
diagrams to represent the successive decisions, or the process of saving, of an 
individual. 

1 If we start, as is convenient, from a position in which no capital yet exists, 
and the constant income stream which the person could command is the result 
of the direct use of the services of the permanent factors, an increase of present 
income at the expense of the future would evidently be impossible for an isolated 
individual. For this reason the part of the plane YOX in the diagram which lies 
to the left of the line LP can be neglected, as it does not contain points which 
represent possible combinations of present and future income. 
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not be immediately obvious that the person will save only if such 
a permanent net return can be obtained, and we must be careful 
not to beg this question. But a little reflection will show that 
any other assumption is inconsistent with our previous assump- 
tions. That the investment which is made at the first moment 
must be repeated at every successive moment, follows from the 
assumption of constant tastes and unchanged external data 
(including particularly unchanged technical possibilities). But if 
no net return were obtained (or if the gross product obtained 
from the investment were actually smaller than the amount 
invested), the sacrifice of present income would in this case not 
be balanced by any addition to future income (it might even 
lead to an actual decrease of future income). And unless we 
introduce here some special assumption as regards a wish to 
provide for uncertain contingencies, 7.e. unforeseen changes in 
the data (which presumably are to be excluded from the premises 
of traditional static analysis), any such assumption would imply 
a desire to bring about a net decrease of total income, and must 
for this reason be excluded from consideration. 

The possible attitudes which we shall have to consider will 
therefore range from the limiting case where every, even the 
very smallest, addition to the permanent income stream will 
induce him to give up part of his present income, to the other 
extreme where no addition, however large, to the permanent 
income stream will induce him to give up part of his present 
income. It is impossible to decide on a priori grounds what the 
actual attitude of the person in any given position will be. But 
it is a reasonable empirical assumption to make that in order to 
induce a person who, apart from this decision, would be certain 
of a constant income, to give up part of the present income in 
order to increase his future income, this permanent addition 
would have to have a definite minimum magnitude. And it is 
even more certain that in order to induce him to make at any 
one moment larger and larger sacrifices of present income, more 
than proportionally larger additions to future income will be 
required. Since the preservation of life requires a certain mini- 
mum of present income, no addition to future income, however 
large, will induce him to reduce present income below this figure. 

If we now describe this attitude by means of indifference 
curves, the first limiting case—that in which every permanent 
addition to future income is regarded worth some sacrifice of 
present income—would be represented by a curve with a per- 


pendicular slope at the point P. If, however, some definite 
E2 
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addition to future income is necessary to induce the person to 
give up even the smallest quantity of present income, this would 
be expressed by a slope of the curve at this point which represents 
the net return which is just not sufficient to induce the person 
to save. In either case any point to the right of this part of the 
curve would represent a combination of present and future 
income, which would be preferred to the constant income repre- 
sented by P. 

In all cases the slope of the curve would be as indicated only 
at the point where it crosses the line OW, and, as we move along 
the curve farther to the right, the slope gradually diminishes. 
Whether at P the slope was perpendicular or slightly inclined, it 
would, for decreasing values of the ordinate, gradually turn more 
and more to the right, and ultimately become horizontal before 
present income (measured by the ordinate) had dwindled to zero. 
And the same would be true of all the other members of the 
complete family of indifference curves which could be drawn 
through any other point of the line OW. 

This set of curves describing the psychical attitude of the 
person at any moment will enable us to derive his actual behaviour 
if we combine it with a corresponding representation of the 
technical possibilities. The simplest assumption to make in this 
respect, and the only assumption compatible with the case where 
only one commodity is produced and where there is only one 
possible investment period, is that up to a definite limit 1 invest- 
ments bring constant returns, and that at this limit the net 
return falls suddenly to zero. The possibility of this constant 
rate of transformation of present income into permanent additions 
to future income could be expressed by a family of straight trans- 
formation lines of corresponding slope, as shown in the diagram. 

With this representation of the technical possibilities added 
to the indifference curves, the action of the individual can be 
immediately deduced. If he starts at the position represented 
by P, he can and will move as indicated by the transformation 
line going through that point. Among the possible positions 

1 Successive investments will be made, in this case, by investing successive 
doses of the “‘ original ’’ factors for the given investment period, instead of using 
them for current production. And all opportunities of investment will be ex- 
hausted when all the available factors are invested for that period. Up to this 
point we should have to expect constant physical returns unless we assume that 
some of the original factors are more suitable for investment than others. The 
point at which all factors have been invested represents our absolute limit beyond 
which the future income cannot be increased. In the diagram this is expressed 


by the fact that all transformation lines suddenly end (or become perpendicular) 
at the points corresponding to this maximum income. 








1936] UTILITY ANALYSIS AND INTEREST 53 


represented by all the points on this line the one representing a 
position preferred to all others will evidently be the point R 
where the line just touches an indifference curve. It means that 
at the first date the person will save out of his income LP the 
amount MP in order to increase next year’s and all future year’s 
income from OL to ON. 

But this is only the beginning of a process that will continue 
for some time. As a result of the investment at the first date, 
the person will find himself later in command of an increased 
present income with an assured future income of equal magnitude, 
i.e. in the position represented by P’. And he will again find it 
to his advantage to move along the transformation line from 
P’ to R’ on to a higher indifference curve, and so on. 

If, as we have assumed, the decision to save and invest takes 
place discontinuously at definite intervals, the person will be in 
successive years at the points R, R’, Rk’. . . . As the intervals 
at which the decisions about saving and investing are made 
becomes shorter and shorter, the lines describing the path of 
saving will tend to approach more and more the shape of a 
continuous curve. 

There are two questions which must be provisionally answered 
before we can go on to make more realistic assumptions con- 
cerning the shape of the transformation curve. The first is, 
What is the relative influence of the productivity element and the 
psychological attitude respectively in determining the rate of 
interest while the process of saving continues? ‘The second is, 
At what point will that process come to an end, and on what 
will the rate of interest depend in that final stationary state ? 

The answer to the first question is very simple under the 
assumptions made at present—(?.e. straight and parallel trans- 
formation lines, or constant costs). While the process of saving 
still continues, the rate of interest will be determined solely by 
the productivity of investment (the slope of the transformation 
curve), and the psychical attitude will merely determine how 
much will have to be saved at every moment in order that the 
marginal rate of time-preference may adapt itself to the given 
and constant productivity rate. The only role “time prefer- 
ence” plays in this particular case is that it determines how 
long it will last until a stationary position is reached.! 


1 The situation here is, of course, exactly the same as in the more general 
case where the relative costs of two commodities are constant (7.e. independent 
of the quantities produced), and where, in consequence, their relative value will 
be uniquely determined by their relative costs and cannot be affected (except 
in the very short run) by changes of their relative utility. 
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To the second question there are two different answers. It 
is, of course, possible that saving will go on until there is no 
further possibility of investment. In this case the final equi- 
librium position will be represented in the diagram by the point 
where the highest transformation line meets the line OW. In- 
vestment comes to a standstill simply because, although possibly 
the person would like to invest more, no more can be invested. 
Since this case is quite irrelevant to the problems which will arise 
later under more realistic assumptions, we can now dismiss it. 

It is, however, also possible that the process may come to an 
end before the investment opportunities are exhausted. It may 
be that at some point on the line OW the transformation line 
coincides with the tangent of the indifference curve, and that in 
consequence there is no further inducement to save. In the 
present case this is possible only if the slope of the indifference 
curves at the point where they cut the line OW is not the same 
for all, but increases gradually. So far there has been no occasion 
to state explicitly any assumption on this point.! If, however, 
we now introduce the assumption just mentioned it is evidently 
possible that the time-preference in a position where present and 
future incomes are equal, would become as high as the technical 
productivity of capital. In this case the ultimate stationary 
equilibrium would be reached with a positive rate of interest, 
equal to the constant productivity of investment. The psychical 
attitude would merely determine at what income this point 
would be reached. 


IV 


The assumption of constant productivity, as will be remem- 
bered, had to be introduced as a consequence of two other simpli- 
fying assumptions which were made to render a diagrammatic 
treatment possible. These assumptions were that only one com- 
modity (or income thought of as a complete commodity con- 
sisting of constant proportions) was produced, and that there 
was only one possible period of investment.2, As soon as we 


1 Implicitly in the drawing of the diagram the assumption just mentioned 
has been made. It is for this reason only that the ‘‘ path of saving ” gradually 
approaches OW. Otherwise it might go parallel to, or even diverge from, OW. 
(If, as is generally assumed, “‘ time-preference ’’ decreases with increasing income, 
the latter would even be the rule.) In the two latter cases the process could, 
under the present assumptions, come to an end only for the first reason men- 
tioned in the text, z.e. exhaustion of all investment opportunities. 

2 Probably a third condition is also required in order to obtain constant 
productivity—namely, that there is only one homogeneous original factor of 
production. 
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drop either of these two assumptions, we come to the more 
realistic case in which successive investments bring decreasing 
returns. It will, however, be seen that the results obtained in 
the less realistic case are not altogether useless, since compared 
with time-preference, the productivity of investment will always 
be comparatively constant. 

There is, however, the serious difficulty of exposition that as 
soon as we drop either of the two assumptions the diagrammatic 
method so far used is no longer strictly applicable. The exist- 
ence of different commodities will make the returns of successive 
investment decrease, because the advantage of time-consuming 
processes will be different with different commodities, and because, 
if the production of some commodities is increased more than 
that of others, their relative value will fall. But in our diagram 
only decreases of physical returns can be properly represented. 
The possibility of varying the investment periods will imply 
decreasing returns, because the existence of different kinds of 
possible methods of production will always mean that at first the 
most profitable ones will be selected, and the less productive uses 
will be resorted to only gradually, as the supply of capital increases. 
The difficulty of a diagrammatic representation of this case is due 
to the fact that if the periods of investments vary, it is no longer 
possible to assume that the results of investments at one date 
will all become available after a single and constant interval. 
But while it would be very difficult to take account of this in the 
diagram, the inaccuracy caused by neglecting it is not so serious 
as to make the simpler form of the diagram useless for the elucida- 
tion of this case. I shall therefore simply assume that decreasing 
returns occur as a result of this fact, but neglect the particular 
effect mentioned, in order to be able to use the same sort of 
diagram. 

In terms of the diagram, the fact that the returns of invest- 
ment decrease will be expressed by the former straight trans- 
formation lines becoming curved and concave towards the axes.! 
Since each curve represents the permanent addition to future 


1 Since it must be assumed that the return on further investments depends 
only on the amount of investments already made, 1.e. only on the provision made 
for the future, but is independent of the size of the income left for the present, 
it cannot be assumed that the shapes of the different members of the complete 
family of transformation curves are independent of each other. At any point 
corresponding to a given value of the abscissa the slope of all the transformation 
curves will have to be the same, and they will therefore all be similar in shape, 
but those farther up and on the right will possess additional parts which are 
missing with those farther down and on the left. 
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income! which can be obtained by the sacrifice of successive 
parts of present income, the relative shape of the curves will 
depend on the length of the period which is called “ the present,” 
as the size of the present income which can be invested will 
depend on this. 

But it is only the shape of the indifference curve which is 
affected by this. The opportunities of obtaining a return from 
successive investments will be practically independent of the 
period during which the investments have been made. They 
will depend (under stationary conditions) almost exclusively on 
the amount of investments already made, whether these have 
followed each other at long or at short intervals. But it is 
altogether different with the indifference curve which represents 
the psychical attitude. As the period during which a given 
amount is to be saved and invested becomes shorter, this amount 
becomes a larger share of the income of that period. For a per- 
son with an annual income of £600 it is altogether a different 
proposition to save £25 in the course of a year or to save the 
same amount in the course of a month. The sacrifice in the 
second case amounts to reducing one’s expenditure to one-half 
one’s income. And as we make the period shorter, the reluctance 
to save and invest given amounts will increase further. 

In terms of the diagram, this means that as we make the 
income period shorter the indifference curve becomes more and 
more curved, while the transformation curve remains unchanged. 
For our purpose, however, it is evidently relatively short periods 
which are relevant. Compared with the totals that may be 
profitably invested, even the total income of a year, and still 
more the total income of a month, are relatively small magni- 
tudes. But it is such relatively short periods that we have to 
consider if we want to understand the position of a person at 
different points of the path of saving. 

It is, then, the ratio of the curvatures of (or the relative 
magnitude of elasticities of substitution expressed by) the two 
groups of curves which is of fundamental importance for what 
follows, and it is therefore necessary to dwell somewhat longer 
on this point. The statement just made about the ratio of the 


1 The difficulty mentioned before concerns the date or dates when these 
additions to future income become first available. Contrary to the first case 
discussed, these periods are now no longer identical with the income period, and 
it is therefore, strictly speaking, no longer true that the decision to save made 
during every income period is directly affected by the result of the investment 
in the immediately preceding period. This is the complication which, as men- 
tioned before, will be deliberately neglected. 
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curvatures expresses the fact that, if we consider a relatively 
short time-interval, the sacrifice of successive parts of the income 
of this interval in the interests of the future will meet a rapidly 
increasing resistance, while, on the other hand, the investment 
of successive fractions of a small total income will have quite an 
insignificant effect on the rate of return obtainable from invest- 
ment. The situation will still be similar to the case discussed 
before to this extent, that during any short income-period the 
rate of time-preference (as represented by the indifference curve) 
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will have to adapt itself to a relatively constant rate of return. 
In terms of the diagram : if the process starts at P the individual 
will during the first time-interval move along the transformation 
curve until R, where the rate of time-preference on further doses 
of present income is equal to the rate of return which will be 
little affected by the comparatively small total invested. In 
consequence of this investment, he will some time later find him- 
self at P’, and again save until his time-preference has been 
raised to equal the comparatively constant rate of return, 7.e. he 
will move to R’. And when, in consequence of this, he finds 
himself in the position represented by P’’, he will again save, 


and so on. 
The curve R, R’, R” . . . then again represents the path along 
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which the saver moves in time. The points which are specially 
brought out by this representation are, firstly, that saving must 
necessarily be treated as a process in time the effects of which 
continuously change the actual position of the saver, and thereby 
his willingness to perform further saving, and secondly, that at 
any point in this process the rate of interest is determined prac- 
tically by the productivity of investment alone, while time-pre- 
ference is important only in determining how fast the saver will 
move towards a position in which the productivity of further 
investment, and therefore the rate of interest, will be lower. 
It will also be seen that so long as saving continues the time- 
preference of the individual as represented by his marginal rate 
of substitution between equal present and future income streams 
(the slope of the indifference curve where it crosses the line OW) 
may be zero, or even negative, and there will yet be a positive 
rate of interest. 

The exact direction of the path of saving will evidently 
depend on the shape and position of the two sets of curves. 
Whether and when a stationary position will be reached depends 
on the rate at which the productivity of investment decreases as 
the amount invested increases, compared with the change in the 
rate of time-preference consequent upon the increase of income. 
It is conceivable that saving will cease only when all oppor- 
tunities of investment have been exhausted, because any rate of 
net return, however small, would lead to some saving. This 
would mean that at the point where they cross the constant- 
income-line OW, the indifference curves, at least in the region of 
the higher incomes, are perpendicular. In this case stationary 
conditions could only be reached at a zero rate of interest. But 
if the indifference curves have a definite slope along that line 
(i.e. if there is, in the traditional meaning, a positive time-pre- 
ference), savings will cease and a stationary state will be reached 
with a positive rate of interest corresponding to the rate repre- 
sented by that slope. And in this sense it can be said that the 
rate of time-preference determines the rate of interest existing in 
the final stationary equilibrium, and there only. Since, as will be 
clear from what has been said before, a rate of time-preference 


1 The credit of having brought out this point clearly is entirely due to Pro- 
fessor F. H. Knight, with whose more recent statements on this point I find 
myself in complete agreement. Cf. particularly his article “ Professor Fisher’s 
Interest Theory : A Case in Point,” Journal of Political Economy, vol. xxxix/2, 
April 1931, and “‘ Interest,” reprinted from the Encyclopedia of Social Sciences, 
Vol. VIII, 1932, in The Ethics of Competition and other Essays, London 1935, 
pp. 261 et seq. 
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in this sense is entirely compatible with the assumption of con- 
stant tastes, we have here the case of a stationary equilibrium 
with a positive rate of interest, which Professor Schumpeter 
regards as impossible. 

Finally, there is also the possibility that as the return of 
investment decreases, the rate of saving becomes so small that the 
opportunities of investment will not be exhausted within any 
time in which we are at all interested. In this case saving will 
go on indefinitely (7.e. the path of saving will end at the line OW 
only after an infinitely long time), and while it continues the 
rate of interest will be determined, not by time-preference, but 
by the productivity of investment. 

The important point, however, is that in real life the actual 
societies with which we have to deal are always progressive 
societies in which, for reasons into which we need not go here,} 
there is always a considerable positive rate of saving, and that 
in such a society it is the productivity of investment (or rather 
the expected rate of return on investments) which alone can be 
said to determine the rate of interest, while time-preference only 
determines the rate of saving and the point where a stationary 
equilibrium would ultimately be reached. The inference fre- 
quently drawn from the time-preference theories of interest 2— 
that short-run changes in the rate of interest must or can be 
accounted for by changes in time-preference—falls to the ground.® 
Of the two branches of the Bbhm-Bawerkian school, that which 
stressed the productivity element almost to the exclusion of time- 
preference represented mainly by K. Wicksell, proves to have 
been practically right against that represented by Professor 
¥. A. Fetter and Professor I. Fisher, who stressed time-preference 
as the exclusive, or at least equally important, factor. The 
weakness of Wicksell’s case was that he never attempted expressly 
to justify why he neglected the time-preference element. Pro- 


1 Growth of population, invention, and unforeseen changes which destroy 
part of the capital already accumulated, are probably the main reasons why 
the inducement to further saving never disappears. 

2 Cf., e.g., A. H. Hansen and H. Tout in Econometrica, Vol. I/2, April 1933. 

3 There is, of course, another set of circumstances which accounts for the 
existence of short-term fluctuations of the rate of interest—namely, all the 
influences coming from the side of money. On the plane of abstraction on 
which the present argument moves, these had to be neglected. 

It has been suggested to me, probably with much justice, that what was in 
the minds of many of the authors who spoke about time-preference as affecting 
short-term fluctuations in the rate of interest is really what has recently become 
known under the name of liquidity preference. If this is so, it clearly indicates 
how necessary it is sharply to distinguish between what are really fundamentally 
different influences which should on no account be confused. 
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fessor Fisher, on the other hand, although he may claim to have 
furnished us with a formal apparatus which enables us to describe 
the interaction of all the relevant factors, even if he had attached 
no more than equal importance to the two factors involved— 
and he certainly has been understood to regard the psychical 
element as the dominant one—would have given the psychical 
factor much more than its due share. But, beyond that, his 
use of the term impatience certainly carries a misleading conno- 
tation. A person is called impatient in his terminology if, when 
assured of equal present and future incomes, he prefers some 
addition to his present income, even if only a very large one, to 
any permanent addition to his future income, even if only to a 
very small one. That means that the term impatience actually 
implies what it will always convey in popular language, that a 
person is anxious to anticipate his future income in order to 
increase his present income beyond the level at which it can be 
permanently kept. This is, however, by no means a necessary 
condition for the existence of interest in any society except a 
stationary one. All that is required in a progressive society is 
that its members should feel some reluctance to postpone income 
in order to increase future income beyond the present level at 
more than a limited rate. The importance of this reluctance is 
that it determines the rate of saving. Yet to say that people do 
not save more than they actually do because they are impatient, 
is not only rather a peculiar way of putting it, but it becomes 
definitely misleading when it suggests that there is a definite 
rate of impatience which determines the rate of interest. 
F. A. v. HAYEK 


London School of Economics. 


























DISCRIMINATING MONOPOLY AND THE 
CONSUMER 


1. Tue purpose of this article is to refute the view (which 
seems to be obtaining currency without opposition) that when 
all productive resources are free to be applied according to the 
dictates of forces expressed through free markets, the most 
effective response to consumers’ preferences is frustrated. It is 
more usual to express the contention that we are disputing by 
saying that “laissez-faire fails to maximise total utility,’’ which 
is the phrase used by Mrs. Robinson in the September issue of 
this JouRNAL.! Free exchange is alleged to fail because, under it, 
the advantages of discriminating monopoly are unrealisable. 

2. Because discrimination is prevented where there is free 
exchange, and because it happens to maximise a monopolist’s 
return, does not prove that it is opposed to consumers’ advan- 
tage. On the contrary, it may be beneficial. The uniformity 
which is the product of the purchaser’s right to re-sell may, 
on occasions, conceal some important elements of arbitrariness. 
This is possible because successive increments of a particular 
kind of commodity may be regarded as having a different 
“urgency”? to a particular buyer—as occupying a different 
place on his scale of preferences; and as between different 
buyers, we may regard the increments that are purchased at a 
uniform price at any moment as being wanted with different 
degrees of urgency—as occupying different relative positions on 
the individuals’ scales of preference.2 Now it has been suggested 
that the ideal production and exchange system, if planned by 
a divine hand—by one completely conscious of every indi- 
vidual’s scales of preference (that is, of his aspirations and striv- 
ings, and his powers and resources), would lead to a set of prices 
for each commodity which in certain circumstances also varied 
for each individual. In so far as this could be so, it follows 


1 « A Fundamental Objection to Laissez-Faire.” 

* The comparison is between the last but one increment purchased by A 
and the last but one purchased by B; the last but two purchased by A and the 
last but two purchased by B,andsoon. Conventional terminology would express 
this position by saying that different individuals purchasing quantities of a certain 
commodity in a free market would have consumers’ surpluses of different 
magnitudes. 
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that a social loss might be incurred as a result of the uniformity 
imposed by competitive conditions.1 A set of prices other than 
the uniform prices enforced by the consumers’ right to re-sell 
could serve their ‘‘ real desizes ”’ more effectively. 

3. For detailed consideration and a pioneer development of 
this thesis, economists are indebted to the work of Edgeworth 
(who received his inspiration on the subject largely from the 
writings of Dupuit). The question lent itself to a form of treat- 
ment which gave great scope to his mathematical talents. His 
case was that discrimination would enable the maximisation of 
“total utility,” and it was this, and not “ final utility,’’ which 
was the real measure of consumers’ welfare. Mrs. Robinson’s 
fundamental case against laissez-faire is derived from the same 
idea. She says: ‘‘ The choice of what commodities to produce 
should be made, not by applying the criterion of marginal utility 
(price), which only serves to regulate the ideal amounts of out- 
put, but by applying the criterion of total utility.” Orthodox 
economics, according to Edgeworth, had tended largely to over- 
look this important aspect of the question. In bringing total 
utility into discussion he stated his position as follows: ‘‘ The 
corner-stone of this building is formed by a conception which 
Dupuit introduced under the designation of ‘rente des ache- 
teurs ’: the money-measure of the benefit accruing to purchasers 
from obtaining articles which they purchase at a certain price, 
while they would have been willing to give more for those articles 
rather than go without them altogether. The sum of money 
designated by the term in question may, I think, be an object 
of science as well as the sum designated by the more familiar 
term price. The monetary equivalent of total utility may be 
as objective as the monetary equivalent of final utility.” 2 

4. The conception of “ total utility ” or ‘‘ consumers’ sur- 
plus ” (as opposed to “‘ final ” or “‘ marginal ”’ utility) is defective. 
Mrs. Robinson admits at the commencement of her note that 
“‘ there are serious objections to the notion of aggregating utilities 
and the notion of utility itself, but a very serious, though very 
simple, objection to the presumption in favour of laissez-faire 
arises after the notion of utility has been accepted.” The case 
against total utility is that the surplus which diagrammatic 
treatment shows in the case of an individual’s demand for a 
particular commodity is one which depends upon a schedule 


1 The implication sometimes appears to be that the ‘‘loss”’ is in terms of 
consumers’ satisfactions. At other times a loss in quantity of production seems 
to be intended. 

2 Papers Relating to Political Economy, Vol. I, p. 173. 
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representing the utility of the commodity as a function of price. 
Now every change in price affecting a particular surplus must 
alter the individual’s utility schedules for all other things. 
Hence any surplus represented is a purely fictitious conception. 
When price in respect of any one schedule is altered, every other 
schedule must be regarded as changed. Thus any truth and 
definiteness in the meaning of one schedule implies that the 
utilities of no other commodities which the individual may want 
can be represented as functions of price. To each point on one 
schedule there exists a different set of otier schedules. It 
follows that it is really impossible to conceive of the maximisa- 
tion of an individual’s total utility as a sort of summation of 
surpluses representing for each commodity the difference between 
aggregate utility and aggregate cost. Still less is it valid to 
attempt an aggregation of individual aggregates of surpluses. 
The logical inadequacy of the notion of “ utility’ may not, 
however, invalidate Edgeworth’s argument, and Mrs. Robinson’s 
objections to laissez-faire cannot be simply refuted by the 
denial of assumptions of which she expresses her own doubts. 
We know that the scales of individual preferences do in fact 
differ from person to person; and although these differences are 
conceptions inappropriate for mathematical treatment as utility 
functions, we can accept the implication that occasions may 
exist in which the imposition of the uniformity of values brought 
about by competition may lead to some loss in the effectiveness of 
the response of social effort to the complexities of individual 
preference. In spite of the deficiencies of the idea of “ total 
utility,” it is convenient in this discussion to accept it as roughly 
corresponding to that measure of effectiveness for the consumer’s 
satisfactions which the ideal pricing system would tend to 
maximise. 

5. The implication of the suggestion is, then, that unrestricted 
transactions would diminish the power of consumers to command 
those things which they want. The fact that A and B find it 
profitable to exchange products bartered or purchased from 
others does not prove, according to the theory we are examining, 
that the degree of satisfaction realised by the whole may not 
suffer in certain circumstances if they do, although the two 
parties concerned can always gain from the immediate trans- 


1 The author believes that the most appropriate conception is that of “‘ con- 
sumers’ sovereignty,” the acceptance of which as an economic ideal would not 
only bring greater realism into many studies in the logic of economic relations, 
but enable the elimination of a whole host of common confusions. But we 
cannot employ the conception in this essay. 
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action. For under certain conditions (whose possible occurrence 
or importance we discuss in paragraph 11 e¢ segq.) the effect of 
the possibility of free exchange might be that a potential pro- 
ducer of a particular good would deem it unprofitable to produce 
it. Thus we can at all events imagine an ideal co-operation in 
production which differs from that brought about by competitive 
forces. 

6. But before proceeding to consider this possibility, let us 
remind ourselves of a more practical aspect of the question. 
It can be equally clearly seen that the power of free exchange 
with its accompaniment of price uniformity, although not neces- 
sarily bringing about the ideal conceivable situation, will in 
almost every case tend to enforce a situation in which some 
freedom of choice between alternatives (to individuals as con- 
sumers) will exist. It is this freedom of choice which will ensure 
the subordination of individual interests to an expression (albeit 
imperfect) of the interest of society.1 Moreover, the uniform 
prices of competition will, it seems probable, in themselves 
facilitate the co-operative process as a result of their obvious 
definiteness. Our practical judgment on this point must rest, 
therefore, upon the importance of the cases in which consumers 
might benefit from the frustration of free exchange. Now Edge- 
worth could show clearly enough in isolated hypothetical cases 
how circumstances might arise in which discrimination would 
lead to some or more investment where any system of uniform 
prices would lead to none or less; but the cases which he con- 
sidered in the abstract seem to have no relevance in relation 
to the actual economic world. Regarded in the light of the 
practical problem of devising an economic system which will 
enable the most efficient distribution of the community’s resources 
according to some ideal derived from consumers’ will, his examples 
appear to have importance in few fields. 

7. Given human institutions as they are, and means of 
practical reform of those institutions which are within our powers 
of conception, the determination of values under free exchange 
may still have to be regarded as the one which maximises the 
sensitiveness of social response to individual preference, irre- 
spective of any benefits which abstract analysis may show are 
attainable through discrimination. It is the co-operative aspect 
of the productive process under consumers’ direction which 
brings out most strongly the benefits of competitive uniformity. 


1 Assuming, of course, that competitively determined values are not inde- 
fensible on other grounds. 
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The manufacture of many physical commodities is arranged 
by means of a long series of contracts between different co- 
operant producers; and the more perfect the arrangements for 
allowing social forces (i.e. market) as opposed to private (i.e. 
expressed through monopoly or the State) interests to control 
the planning of production, the more numerous and complex are 
such contracts likely to be. Practical arbitrariness of price is 
likely to defeat complexity in organisation. The efficiency of 
the modern productive process rests upon its ‘‘ round-about- 
ness.”’ All rational economic initiative is taken in the light of a 
whole chain of values attaching to the services of the different 
productive resources which work together to produce the final 
product; and the determinateness of such values under ideal 
discrimination is nothing more than a theoretical abstraction. 
Even under actual discrimination the optimum prices which 
producers would charge to each class of customer would be very 
vague indeed. Such prices can be fixed in any instance only 
by the most hazy estimation. Free exchange prices, on the 
other hand, have a much greater degree oi actual determinateness. 
The focusing of all demand through the channel of the market 
eliminates many elements of practical arbitrariness, for the hire 
price of any productive agent is, in general, determined by a 
whole range of alternative uses open to it. There is, it follows, 
a greater likelihood of accurate judgment as to the relative 
profitableness of different lines of productive activity under 
conditions of free exchange than under discrimination + (quite 
apart from the absence of aggressive selling or development 
selling).” 

8. The point can be illustrated by an example from the 
opposite extreme. There are occasions on which the solution 
produced by individual choice between alternatives cannot be 
tolerated because of the lack of uniformity produced. In the 
case of the determination of the hours of labour in an industry 
or factory, the arranging of separate contracts with each worker 
would obviously involve large sacrifices of efficiency in a co- 
operative economic régime. Competition tends to enforce a 
collectively agreed uniformity here because its mutual benefits 
greatly outweigh its disadvantages to the parties concerned taken 

1 The power which monopolistic owners of co-operant resources have under 
a discriminating régime to exploit the owners of immobile productive equipment 
whilst retaining the custom of those whose capital is mobile, is a different aspect 
of the problem which is referred to later. 

2 By ‘‘ development selling ’”’ we mean selling cheap with a view to enticing 


exploitable investment in immobile forms. 
No. 181.—voL XLyvI. F 
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as a whole. Yet we have no reasons for supposing that the 
relative desires for leisure on the one hand and income satis- 
factions on the other are at all uniform in different individuals. 
The practical advantages of the collective determination of the 
amount of leisure overshadow the social gains to be obtained 
from personal choice, in the same way that the collective pro- 
vision of street-lighting and sewers is more efficient than arrange- 
ments made by individual contract.1_ The case for discrimina- 
tion, however, disparages the results of individual contract on 
exactly the opposite grounds. Edgeworth, discussing its possible 
benefits, allowed the dictum to fall from his pen that a “‘ regulated 
discrimination of prices, such as might conceivably be practised 
by a Socialist Directory, but is not possible in a régime of com- 
petition, tends to increase the sum-total of utility.”’2 And 
Mrs. Robinson sees the problem in exactly the same light when 
she says: ‘ An all-wise dictator, to whom every utility function 
was known, could increase the social benefit derived from given 
resources by revising the constitution of the set of commodities 
produced under perfectly laissez-faire conditions.” But the 
defence of the authoritarian State which carries weight is abso- 
lutely the reverse of this: it rests on the desirability of standard- 
ising consumption—of eliminating the “‘ wastes ”’ that are alleged 
to arise in the application of productive resources in response to 
an unduly diversified social demand. We must, then, set the 
conceivable advantages from the ideal co-operation in which 
prices to different individuals are not necessarily uniform, against 
the very definite benefits of the compulsory subordination of each 
individual to the will of the group (even under economic in- 
equality); and we must remember that the uniformity and 
determinateness of competitive prices themselves enable the 
better practical arrangements for co-operation. 

9. To the student of actual society such a balancing might 
appear superfluous, for it would be impossible in any large com- 
munity to organise things in a like manner to that of a small 
group in the case of which the proposition might be imagined to 
have some validity. How, for example, could the mass of con- 
sumers make known the relative urgencies of their individual 
needs or aspirations? There is no devisable mechanism either 

1 Another principle is also involved here, of course. Individuals who might 
refuse to contribute towards the provision of these things would nevertheless 
obtain the benefits arising from them, or contribute to the social detriment which 
they seek to avoid. 


2 Op. cit., Vol. II, p. 425. 
* £.9., as in the activities of a small tribe. 
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for broadcasting the facts of individual scales of preference or 
for organising a co-operative response to them. Even if the 
‘ideal discrimination ”’ described by Professor Pigou as “ dis- 
criminating monopoly of the first degree ” does not lose all its 
theoretical realism when the notion of utility is regarded with 
scepticism, it remains the purely abstract conception which he 
has made it; and equally chimerical must any system be which 
envisages universal knowledge of the scales of preference of all 
individuals being somehow embodied in an index to which the 
co-operative use and disposal of productive resources could be 
enabled to respond. The ideal is one towards whose attainment 
it seems impossible to take any steps. 

10. We may have to admit that in the world of reality, even 
if competitive institutions were the most perfect imaginable, 
certain consumers’ needs would, under imaginable circumstances, 
receive less satisfaction than they might. Provided that we are 
prepared to make an abstraction wholly divorced from reality, 
we can conceive of a “ Socialist Directory,” such as*Edgeworth 
thought of in this connection, or “the all-wise dictator’ of 
Mrs. Robinson’s imagination, focusing the separate scales of 
preference of each consumer and, with complete knowledge of 
the economies achievable from economic co-operation, ordering 
production in accordance with the diversified situation of which 
it has in some mysterious way become aware. “ Scarcities ” 
would then be different from what they would be under free 
exchange—how much so would depend upon the likelihood of 
the occurrence of those conditions in which discriminatory prices 
can enable improved co-operation in consumers’ interests. And 
in response to a different complex of scarcities, the method of 
distributing productive resources and hence of determining the 
constituents of the flow of satisfactions would be different. 
Free exchange, in other words, may lead to an expression of 
‘* scarcities ’ that hides an individual’s true nature behind an 
arbitrary uniformity.t In the ensuing discussion we shall not 
again refer to the practical fact that a régime permitting dis- 
crimination must be inefficient from the point of view of complex 
co-operation based on contractual relations. 

1 The writer believes that this point can be most clearly expressed in terms 
of ‘consumers’ sovereignty.” quilibrium under natural scarcities reflecting 
simple consumers’ sovereignty might in some conditions leave consumers less 
well served than under a system that can be imagined in the abstract. The 
productive scheme which could produce that equilibrium may perhaps be 


regarded as (over a field of indeterminate size) ignoring the idiosyncrasies of 
individual preference. 
F2 
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11. Unfortunately, Edgeworth’s discussion of this topic was 
thoroughly confused because, in spite of pertinent criticism by 
Mr. C. F. Bickerdike, he never grasped the true significance of 
the costs situation in relation to this question. To-day, how- 
ever, it is agreed that there can be no question of the beneficence 
of monopoly which enables discrimination unless the condition 
of decreasing average costs exists. Accordingly, let us now 
consider the meaning of this term. Decreasing average costs 
are a phenomenon which, in most cases, cannot be realistically 
represented in schedules. The condition rests upon the fact of 
the physical indivisibility of the first or subsequent increments 
of supply of productive equipment and resources, and it is con- 
nected with their most efficient disposal. It is especially likely 
to be important when, owing to technical considerations, the 
economic size of the increment of supply of co-operative equip- 
ment is large. The condition is more complexly determined 
when, for the same reasons, increase of scale enables more 
efficient specialisation. Now this problem should properly be 
considered as concerned with the effectiveness of co-operation 
in the whole of the productive system of a community; ? and 
what constitutes a small increment in this relation may be a 
very big one from the point of view of a particular enterprise. 
But most of the discussions of this topic have envisaged the 
conditions of expansion of a single enterprise. 

12. Let us first consider the question in the traditional way, 
however; that is, from the point of view of an individual under- 
taking. Cost schedules have usually been handled very much as 
though they represented phenomena of the utmost definiteness. 
Yet it is quite clear that very few actual productive undertakings 
would be able to realise big economies in the way of specialisation 
as a result of a moderate increase of demand; and after all, 
that is the most that can really be expected to result from 
discrimination in the case of products which experience shows 
us are already demanded under uniform price conditions.? In 


1 It is rather remarkable that Edgeworth’s errors on this point, although 
avoided by subsequent theorists, have never been specifically criticised by those 
most competent to do so, with the result that students of his work are involved 
in quite unnecessary difficulties. 

2 The notion of ‘‘ external economies ’’ achievable by a firm gives only part 
recognition to this idea. 

3 The fact that things like tariff protection have been followed in some cases 
by improved specialisation in an industry can be admitted, but it is quite impos- 
sible to know whether this has been a response to the increased demand secured 
for the industry; for in countless concrete cases it can be seen to have had no 
effect of this nature. Experience of industries under tariff protection makes us 
doubt whether there is any practical validity at all in typical arguments based 
on the decreasing cost hypothesis. 
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general, the occurrence of conditions in which discrimination 
will lead to an increase of potential demand, becoming effective 
through the achievement of economies, seems to be absolutely 
improbable. And it is on this possibility that the theory of the 
beneficence of discrimination rests. Professor Pigou seems, 
indeed, to be putting the case against it unduly mildly when he 
says: “‘It appears, on the -whole, exceedingly improbable that, 
in an industry selected at random, monopoly plus discrimination 
of the third degree will yield an output as large as would be 
yielded by simple competition.” 4 F 

13. However, our discussion so far has not given us grounds 
for denying that circumstances might arise in which the possi- 
bility of discrimination would be a necessary condition for the 
provision of a certain indivisible increment of supply of pro- 
ductive resources.2, We must, therefore, consider this possibility. 
It can be regarded simply as a special aspect of the general fact 
that the decreasing average costs condition- depends upon a 
certain minimum scale being necessary for a certain degree of 
economic specialisation to take place. The case in which no 
output would be forthcoming except under discrimination does 
not fall into a special class: it is nothing more than an extreme 
example of the general rule. Thus, the provision of a railway 
where none previously existed must not be classified logically 
into a different category from the case of the addition of an 
extra siding to an existing railway system. 

14. The difficulty of considering this problem arises largely 
from the fact that all the examples in the books are concerned 
with undertakings which have possessed some measure of “ natural 
monopoly.” We do not propose to consider here what institu- 
tions could enable social forces to compel such monopolies to 
conform to policies comparable to competition. Needless to 
say, the result would be an amount of investment determined 
in the same way as investment in non-monopolised fields, and 
there would also be price uniformity. Now in the enforcement 
of such a policy, if it were thought expedient to refrain scrupu- 
lously from any policy which might deter an increment of invest- 
ment, temporary exemption from circumstances preventing 

1 Pigou, Economics of Welfare, 3rd edition, p. 287. 

2 We are assuming here that the “ indivisibility ” prevents an accurate 
response of supply to demand. In practice there may be little in this. Thus, 
even in the clearest case, that of a pioneer railway, or a toll-bridge, the standard 
and costs of construction may vary within a wide range according to estimates 
of present and potential demand. In so far as this is possible, it will weaken 
the case in favour of discrimination. We refer to this point again in paragraph 
22. 
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discrimination might be extended to new enterprises setting up 
for the first time, provided that the true nature of the intended 
discrimination were made public and there were no serious 
protests from the parties to be discriminated against.? 

15. The question of giving subsequent expansions protection 
of this kind does not involve any new principle. As demand 
increases, a certain position of the demand schedule will be 
reached which will cause a sudden jump (through “‘ internal ”’ or 
‘“‘external’’ economies) in the schedule of costs. Improved 
specialisation will, in other words, then become possible. Now 
when the conditions exist in which discrimination will cause an 
effective demand for more units than will be demanded under 
competitive uniformity, it follows that this position (or series of 
positions) will be approached earlier. The whole effect lies in 
the hastening of the process. For a reduction of the uniform price 
charged by a productive enterprise (whether uniformity is due to 
the pressure of free exchange of products or to anti-monopoly 
enactment) will have the same effect of making new demand 
effective as such a position is approached. Hence, the relevance 
of discrimination to decreasing costs will simply depend upon 
how near to one of these positions the demand schedule happens 
to be at any time; for until the distance from such a position is 
equal to the difference between competitive and discriminatory 
demand there can be no social justification for any divergence 
from uniform prices. It will be, however, a matter of chance in 
any specific case as to how much nearer to one of them the maxi- 
misation of effective demand due to discriminatory price policy 
will bring the aggregate demand schedule. The case for permitting 
discrimination does not seem very strong, therefore, but per- 
mission to depart from uniform prices might nevertheless be 
extended to expanding concerns, provided that they were allowed 
a relatively limited power in this respect. As far as possible, the 
right to discriminate in those circumstances would have to be 
confined only to the specific dealings (or traffic) affected by the 
additional equipment; but for convenience the right of general 
discrimination within a limited range of charges might have to be 
temporarily permitted. Exemption of this type from the require- 
ment of uniform charging could only be contemplated when the 
existing equipment was so fully employed under uniform charging 
that there would be obvious economies from expansion. 


1 Under defensible discrimination all purchasers must gain; for if any of 
them are worse off, we have no valid grounds for assuming that their aggregate 
losses are not greater than the others’ aggregate advantages. 
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16. It is possible that whilst a full employment of existing 
immobilised resources may be achievable through discrimination, 
demand under uniform charging at competitive prices may be 
insufficient to enable this; and it might be feared that, whilst 
uniform charging is being practised, to insist upon the presence 
of conditions suggesting full employment before permitting tem- 
porary discrimination might restrain development. But there 
must have been some considerable increase of demand to have 
made expansion profitable, even under discrimination. For to 
satisfy the conditions which justify discrimination the increment 
of expansion must be large. Hence the growth of demand would 
have been likely to have brought about a heavy utilisation of 
existing equipment. The insistence upon this condition would, 
therefore, be unlikely to check progress. Moreover, there is the 
further consideration (of conceivable importance under the 
restricted competition of actual practice) that a general increase 
of demand is likely to cause a smaller dispersion of -prices to be 
profitable to a monopolist until the point at which expansion 
becomes profitable for him. For increasing prime costs are 
probable as fuller employment of equipment leads to relative 
congestion. In these circumstances it is more likely to pay 
a monopolist to encourage high-grade trade or traffic by lower- 
ing the tariff for it, and discourage low-grade trade or traffic by 
raising the tariff for it. 

17. But the nature of the problem as a practical question (i.e. 
as opposed to the abstract question) changes as an enterprise 
expands in response to developing demand. A large additional 
indivisible increment of investment has then to be regarded as 
relatively small in relation to the enterprise as a whole. With 
each successive expansion, the relative importance of discrimina- 
tion as an inducement to further desirable investment decreases 
rapidly. To ask for the power to depart (temporarily) from the 
uniform price system, a developed corporation would have to 
produce a plan showing that the increasing effective demand 
resulting would enable some revolutionary re-disposal of equip- 
ment so as to produce startling economies. Such a position would 
be rare. If claims that it were present became common, that 
would be evidence of abuse and on grounds of administrative 
convenience the prohibition of all discrimination might be 
justified. 

18. The important point is that if discrimination were autho- 
rised, it would be temporary only. We have no principles for 
determining what the period should be. But as the problem 
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is one which can be shown to concern, in the main, development 
only (i.e. the right original application of productive resources), 
we may assume that most invested resources worth preserving 
intact are confronted with increasing demand as time passes, and 
hence that most economies from improved specialisation will 
ultimately be realisable under competitive uniformity. Neverthe- 
less, the main justification for insisting that discrimination shall 
be temporary is expediency—the avoidance of its worst evils. 
We have not denied that there might be some occasions on which, 
firstly, owing to the large size of the minimum initial unit of 
investment; and secondly (but to a rapidly diminishing extent), 
owing to the large size of subsequent units of expansion, the greater 
relative profitableness of discrimination would lead to some 
original investment or some development where none would 
eventuate under competitive institutions (i.e. conditions equi- 
valent in their effect to free exchange). 

19. But even in the case of the first increment of investment, 
and even under the hypothetical conditions that we have postu- 
lated, the a priori improbability of such occasions arising might 
be argued. This conclusion may perhaps be regarded as the 
culmination of Professor Pigou’s extension and application of the 
theories that Edgeworth brought into discussion. He assumes 
that ‘‘ the law of decreasing supply price acts strongly.” Then 
after some intricate analysis, he states the fundamental problem 
in simple terms. Referring specifically to the case of a railway, 
he says: ‘‘ Clearly, if the demand price for a small quantity is 
greater than the supply price, some output will be evolved under 
simple competition, and, therefore, the conditions we have in 
view do not arise. Clearly, again, if the demand price for a 
small quantity is very much less than the supply price, it is un- 
likely that any output will be evolved either under simple com- 
petition or under discriminating monopoly, and, therefore, again 
these conditions do not arise. In order that they may arise a 
sort of intermediate position must, it would seem, be established.’’! 
Now it is obvious, as Professor Pigou points out, that this inter- 
mediate position is not likely to be operative in any railway 
selected at random. But on the other hand, in a progressive 
community a potential railway route must pass through a period 
in which the conditions of the ‘‘ intermediate position ”’ (that is, 
under which discrimination alone will lead to a railway being 
supplied) will rule. If the practice is forbidden, its provision will 
be delayed until further development of potential demand has 

1 Pigou, op. cit., p. 311. 
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taken place. Professor Pigou has given us no clue as to the 
sort of indications which might tell us when these conditions are 
present, and it seems likely that it would be almost impossible to 
determine this in practice. Interested parties could easily make 
out a plausible case for such a contention; but we know that they 
can do this at any time, and we know, indeed, that railway experts 
have generally argued that the necessary conditions are typical 
of railways at all stages of their development. 

20. However, it may be unnecessary for us to rely upon the 
possibility of devising methods for discovering whether these 
conditions are or are not present in order to discuss policy. We 
may assume that the “ intermediate position ’’ in the develop- 
ment of a potential route in a progressive community will occur 
at an unknown time and will be unrecognisable. In so far as 
it exists there will be incurred a loss which will be borne by the 
ultimate consumers of the products carried by railways—not by 
owners of railways, it must be remembered. The loss will in 
general occur through delay in the provision of equipment for 
transport services. The conclusion to which we may be forced, 
when we take into account the multitude of risks of misjudgment 
and the absolutely unpredictable factors that bear on all pro- 
ductive development, is that any such losses should be classified 
with those other losses due to inevitable imperfections of know- 
ledge and foresight to which the consumer is subject. A sudden 
change in a district served by a railway, such as the opening of a 
new factory, may quite conceivably cause conditions to jump 
completely over the “intermediate position.’”’ Professor Pigou 
has suggested, on the assumption that the “ intermediate 
position ”’ is recognisable and definable, that in the case of a new 
railway, discrimination might be permitted until development has 
carried it beyond that stage. Accepting the proposition that in 
the provision of an extra track for a railway there is justification 
for discriminating rates “to be applied to the traffic carried on 
the new track only,” Professor Pigou adds that in practice it 
would have to be applied to all the traffic which is not justified. 
In view of the fact that we have been given no criteria for deter- 
mining this ‘‘ intermediate position,” all suggestions for actually 
allowing discrimination at a certain stage may seem somewhat 
“academic.”’* Our suggestions do not entirely get over this 


1 Op. cit., p, 312 (footnote). 

2 Furthermore, unless consumers of the railway’s services could be warned 
of an impending change, temporary discrimination would be liable to stimulate 
«* exploitable 


” development. We refer to this point again later on. 
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dilemma. They are based on common-sense compromise. As 
we have suggested, there would seldom be justification for resort 
to temporary discrimination. If visible development is thought 
likely to cause a railway or new branch line ultimately to be 
profitable under uniform charging, a probable small “loss ” in 
the interim will not deter the speculation involved in the under- 
taking or an expansion of it. 

21. But Mrs. Robinson’s case for the beneficence of dis- 
crimination has been made, in her article of last September, to 
rest on the fact that ‘‘ every commodity must have falling average 
costs for small outputs.” ‘“‘ There must therefore be,”’ she con- 
tinues, “‘a large number of non-existent commodities which 
would be introduced under an ideal distribution of social resources, 
and it does not follow, because the ideal output of each would be 
small, that in the aggregate they would be unimportant. The 
service of a doctor is only one example of innumerable com- 
modities which, in an ideal economy, would be introduced, each 
to a small extent, wherever population is sparse, or incomes, 
tastes and habits are diversified.’”” We have no quarrel with Mrs. 
Robinson’s assertion that such cases are theoretically conceivable. 
But her inference that there are “‘ innumerable’? commodities 
which would be produced under an “ ideal ’’ economy, but whose 
production would be frustrated owing to the price uniformity 
due to free exchange is quite unjustifiable. Let us try to con- 
ceive of these ‘“‘ non-existent commodities.” Mrs. Robinson’s 
only actual example is that of a doctor in a sparsely populated 
district. This is at any rate a superficially plausible illustration, 
but it can be misleading for two reasons.! In the first place, as 
we suggested in paragraph 11, from the point of view of the 
whole community, the fact of the indivisibility of an increment 
of resources will seldom have the importance that it will have to 
any locality ; and in choosing an example based on the assumption 
of districts of sparse population she has introduced a case in 
which this consideration is relevant. Such sparseness will in 
itself be in part the product of whatever system of price policy 
is permitted or chosen. Let us suppose that medical services 
by a doctor were as essential as food for every individual. Then, 
in the absence of discrimination, there would not be any districts 


1 There are two additional reasons making the example of doctors difficult 
to consider: (a) we are bound to be affected by our irrelevant conviction 
that it is right that all individuals should have medical services; (b) we are apt 
to accept rather uncritically the necessary persistence of the present organisation 
of medical professions for the purpose of extortion from the sick whom public 
opinion holds are “‘ able to pay.” 
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so sparsely populated that it would pay no doctor to serve them. 
Sparse population might exist, but wage-rates would have to be 
so high in such districts as to make it profitable for doctors to 
serve them. (We can imagine some co-operative or health in- 
surance scheme having to be adopted.) If, on the other hand, 
medical services were not essential, but only desirable, the same 
considerations would apply. The absence of “ qualified ” medical 
services in one district owing to discrimination not being per- 
mitted would simply contribute to the disadvantage of living or 
working in that area. Now, whilst it is true that such a local 
community might be worse off in the sense of its attracting less 
resources than under a régime allowing discrimination, we cannot 
assume that the community as a whole would suffer detriment. 
The conception of social advantage envisages the whole area. It 
is the efficiency of specialisation and co-ordination within the 
community, not the economies achievable within a particular 
section of it, which is relevant to the problem of maximum social 
benefit. Doctors are trained (produced) for the community as a 
whole, and the desirable application of resources in the way of 
population distribution must take account of the fact that doctors 
are indivisible and can serve a limited geographical area. In- 
crements of supply of resources have to be considered in 
relation to a huge volume of co-operant and physically mobile 
resources. The emphasis of this factor does not, however, dis- 
pose of Mrs. Robinson’s point. It merely draws attention to 
what is almost certainly a more important consideration. 

22. In the second place, the example is misleading because 
the idea of indivisibility is given too rigid a meaning. It is an 
easy mistake to assume that reasoning developed in considering, 
say, bridges and railways, can apply to a wide range of other types 
of resources. But even in these specific cases it is possible to 
place too much stress on indivisibility. For instance, in the 
classic case of the toll-bridge, one should really take into account 
the possibility of different grades of bridge, from a cheap rope- 
structure (carrying a few foot-passengers) at one extreme, to a 
solid steel bridge (to carry heavy traffic) at the other extreme. 
The first step from the ferry to the bridge would probably involve 
a very primitive structure indeed, and that might be all that was 
justified. And when we come to a doctor’s services, we must 
recognise that he is only one means of providing medical services. 
There are grades of doctors and substitutes for doctors: district 
nurses (equivalent, say, to 25 per cent. of a doctor), patent 
medicines (bought through the mail-order system), and so forth. 
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When substitutes (available in smaller increments, or provided 
in response to a plurality of demands) are possible, the indivisi- 
bility of increments of productive resources ceases to be important. 
A less expensive form of plant will then be the most economic 
response to a smaller demand. And in these circumstances the 
original apparent significance of decreasing average costs must be 
greatly whittled down. 

23. In practice, substitutes have very wide significance. All 
channels of expenditure are competing with one another, and the 
transition from one substitute to the next is usually very close. 
This is often true of productive resources, but very nearly uni- 
versally true of consumers’ goods. And to the extent that con- 
sumers’ goods are substitutes for one another, the plants that 
manufacture them are substitutes for one another and the hypo- 
thetical condition of decreasing average costs ceases to be import- 
ant. We cannot here enter into a discussion of the nature and 
implications of the consumer’s indifference in respect of slightly 
or even greatly different products. We must point out, however, 
that there are ‘“‘ almost as good ”’ substitutes for practically every- 
thing. All the conceivable consumers’ products that human 
beings can want may be arranged in schedules according to their 
affinities. In recognising this, we find the main refutation of Mrs. 
Robinson’s objection to laissez-faire. Her “ non-existent com- 
modities ” will almost certainly be found to lie in certain narrow 
gaps. The fact that “small output’ commodities are not 
produced when (owing to the large size of the first increment of 
supply of a particular productive resource) falling average costs 
are experienced as an initial condition, does not imply a frustration 
of consumers’ preference but an exercise of their preference for 
cheapness. What happens is that a voluntary standardisation 
takes place, and cheapness is preferred to the special qualities of 
the nearest product in the schedule of affinities. The plant which 
supplies the larger output commodity actually demanded is the 
substitute which makes the indivisibility of the hypothetical 
small output irrelevant in problems of practical policy; and this 
being so, the phenomenon of decreasing average costs can no 
longer be realistically regarded as a determining factor. 

24. In earlier paragraphs we saw that the conceivable advan- 
tages of ideal discrimination had to be set against the actual 
benefits of the compulsory subordination of individuals to the 
social will which is achievable under competitive uniformity. 
Now it is obvious that actual discrimination must diverge widely 
from ideal discrimination, even when arranged by the most 
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enlightened ‘‘ Socialist Directory ”’ conceivable. That being so, 
any conceivable advantages derivable from it tend to be wiped 
out. It is not easy to define the circumstances in which actual 
discrimination will approximate to the ideal in such a way as to 
make its tolerance desirable. Practical policy might, we have 
rather hesitatingly suggested, validly permit temporary discrimina- 
tion where the initial and subsequent units of investment are 
large. In this sort of case there is some plausibility in the 
suggestion that consumers’ demand in relation to the cost situation 
is such that differential charging will be beneficial.t But in 
other fields in which discrimination is practised these circum- 
stances are definitely not present; the practice is almost com- 
pletely unrelated to the ultimate scales of preference on the part 
of consumers; or in Edgeworthian terms, there is practically no 
likelihood that the practice will lead to “ total utility ’ or the 
sum-total of ‘“‘ consumers’ surplus ” being maximised. 

25. Of the private profitableness of discrimination there can 
be no question, but it is productive circumstances having no con- 
stant relations with consumers’ preferences which make it so 
useful to monopolists. For instance, there might be two 
producers incurring roughly the same immediate costs, but one 
employing a great deal of fixed equipment that cannot be diverted 
to any other uses, and the other using productive resources that 
can easily be diverted to some other fields of employment. Now 
the former would tend to be discriminated against by a co-operant 
monopolist seeking his maximum advantage whilst the latter 
would not be easily exploitable. 

26. The existence of most of the differential charging that we 
find is based either (in the short run) on the exploitation of 
co-operant producers possessing immobile resources; or else 
(in the long run) at the consumers’ expense through bringing 
about an unfavourable distribution of investment of productive 
resources. It is an arbitrary private benefit that is obtained 

rom discrimination in the majority of cases. There are no grounds 


1 We find, appropriately, that with transport undertakings, in the case of 
which our suggestion is that temporary discrimination might be permitted, there 
may be some connection between freight classification and consumers’ preference. 
As a rule the practice is, in a broad way, to charge higher freight rates on com- 
modities that are expensive in relation to their bulk or weight. Such differential 
charging will bring fewer protests, for the freight item in costs will seem small. 
But that does not enable us to assume that it is defensible on standards of social 
advantage. There are, however, grounds for believing that in general there is 
some ccnnection between the weight-price ratio (or volume-price ratio) and 
consumers’ scales of preference. The movement of a ton of copper, for instance, 
will presumably contribute more towards the “ total utility ’’ of Edgeworth’s 
conception than the same service rendered in connection with a ton of coal. 
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for assuming that it produces an ideal distribution of investment 
adjusted to the existence of different scales of preferences on the 
part of consumers. It represents a pricing system developed in 
the interests of private profit and based mainly on chance facts 
arising out of the relations of many co-operating agents in the 
productive process. Thus, the discrimination that may be 
practised under the “ basing point” system by American steel 
companies is not to be accounted for because it was a necessary 
condition of the original investment which somehow took account 
of idiosyncrasies in the tastes and preferences of the consumers 
of the ultimate products (that contain the steel, or are the result 
of the employment of capital goods containing it). Its explana- 
tion is that past circumstances have led to a certain geographical 
distribution of demand; and those producers using steel who 
happen to be distant from alternative sources of supply are 
therefore exploitable. The “ past circumstances ”’ referred to are 
best regarded as determined by chance factors. In addition, the 
threat or actuality of ‘‘ aggressive selling ’’ on the one hand, and 
the use of ‘‘ development prices’? by monopolists (to induce 
investment in immobile forms that can later be exploited) on the 
other hand, might affect the situation. But whatever view we 
take of this, there seems to be no reason for assuming that con- 
sumers’ preferences for the products of steel are distributed locally 
in such a way that this form of discrimination has even the 
slightest tendency to maximise the totality of ‘‘ consumers’ 
surplus ” or to render the response to consumers’ preferences 
most effective. 

27. Finally, we may, perhaps, clarify the position by classify- 
ing discrimination (excluding differential charging based on “ joint 
supply ”’) in a fourfold manner: (a) with a view to inducing 
investment in co-operant immobile resources in order that they 
might later on be exploited (that is, what is commonly called 
charging “‘ development prices ’”’ or rates); (b) with a view to 
repelling investment in or driving away existing competitive 
resources (that is, what is best called “‘ aggressive selling ’’) ; 
(c) with a view to obtaining maximum net return given the exist- 
ing amount and distribution of productive resources (and, what- 
ever the motive, this has the same effect as (b) when productive 
circumstances and not consumers’ preferences make the practice 
profitable); (d) as the fulfilment of an expected condition essential 
for the specific investment to take place. (a) has the object of 
deliberately encouraging a change in the existing situation or 
trend of development favourable to the monopolist by misleading 
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investors. (b) has in part a somewhat similar object—the 
aim of preventing a change in the existing situation unfavourable 
to the monopolist, or the enforcement of a favourable change by 
means of the actual or threatened use of aggressive selling. 
Actual development in the form of immobilisation of resources 
will be influenced by the possibility of (a) and (b) being used even 
if they are seldom actually put into effect; for possible exploita- 
tion or aggression will be anticipated. (c) concerns the maximisa- 
tion of private advantage. (d) represents the possibly legitimate 
case; and we have shown this to be unimportant except in rare 
and clearly recognisable circumstances in which the tolerance of 
temporary interference with free exchange might be in the 


social interest. 
W. H. Hurt 


University of Cape Town. 











PARETO’S LAW 


1. Economics has not so many inductive laws that it can 
afford to lose any, and when such a law is associated with a 
respected name, the reluctance to discard it is the greater. The 
law and the name mark a stage in investigation, like Boyle’s 
Law or Darwin’s Law, and, although amended, they remain 
authoritative as first approximations not to be lightly gone back 
on. Dr. Shirras, however, thinks that Pareto’s Law is disqualified. 
He has the support of the investigators of the American inquiry 
into the national income, who handled the law severely. They 
argued that there was not, in fact, a logarithmic straight line; 
that the mean slopes varied from year to year; that only the tail 
of the distribution was given by the available statistics, and that 
many distributions might tail off by such a formula as aaz~?, 
though quite dissimilar in their main parts; and that relative 
changes between wages and dividends must alter the conditions, 
especially in the middle ranges of a distribution. They concluded 
that changes in distribution must be important elements in wel- 
fare, whereas Pareto’s Law emphasised rather the importance of a 
change in the income as a whole. 

2. It is obvious that general considerations create formidable 
obstacles to a fixed system of income distribution. I do not 
know where any supporter of Pareto’s Law has given general 
reasons why it should hold good. But can they be given, when 
the law does not apply to classes of the people, or factors of 
production, but to the way in which personal incomes are grouped ? 
As a general consideration, it was argued by Cairnes that income 
from property must tend to get the best of industrial changes in 
capitalist societies, and this view is endorsed, among others, by 
Taussig. This is factorial distribution, however, and depends on 
speculation on changes in elasticities of demand for factors which 
have a mutual dependence. In fact, the distribution between 
work in general and property in general remained nearly the same 
between 1843 and 1913, according to the income inquiries, at a 
ratio of 2 to 1. As a matter of class distribution, Giffen argued 
that labour had had the best of it over fifty years in the nineteenth 
century, at the time when Cairnes was writing. But how is 
personal distribution affected between these two? Giffen’s own 

1 Income in the United States, Vol. II, Ch. 28. 
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results, between his inquiry for 1835-40 and that for 1883, showed 
that the proportion of aggregate income, in relation to the pro- 
portion of income-holders, had not varied much. At the former 
date, on his figures, 90-4 per cent. of the receivers of income had 
51-5 per cent. of the income, and at the latter date 90-9 per cent. 
had 52-6 per cent.—almost the same relative position. The 
supporters of Pareto appear content to stand on the statistical 
facts of personal distribution, there being some implication that 
movements between classes, or changes in the arrangement of 
factors, offset the changes in classes or factors taken as wholes. 
It is a weakness of the argument that this implication is not 
reasoned, 

3. The degree in which general reasoning can be pressed 
against statistical results must depend on the extent of the 
claims made for the latter. It is a smaller matter if it is only a 
certain range of incomes above the tax limit to which the law is 
applied. But the most licensed statisticians of the country 
appear to hold more than this; and the American criticism would 
be less pointed if it were not the larger claim that it was dealing 
with. The larger claim may be less precise than the smaller one. 
But is it definite that the law is held applicable in the sense that 
with some precision we may extrapolate below the range of 
incomes where there is held to be most precision ? 

Dr. Bowley found that, between 1880 and 1913, the increase 
of income “was shared with remarkable equality among the 
various economic classes,” but there had also been important 
movements between classes. ‘‘'The constancy of so many of the 
proportions and rates of movement seems to point to a fixed 
system of causation, and has an appearance of inevitableness.”’ 
He says elsewhere that the law has a tendency to express incomes 
in all ranges, ‘“‘ but is not, in its simplest form, applicable to the 
lower end of the scale,” as “‘ the income approaches zero.” But 
even Boyle’s Law, I understand, goes wrong at such limiting 
positions. In a modified form, he transfers to Pareto’s Law 
the authority of the normal Law of Error, in the sense that it 
results from a compound or medley of distributions, including 
wages, which obey that Law.! This appears to extend the claim 
far down in the income system, but not to the very extremes. 

Dr. Stamp says: ‘“ When we look at the distribution in all 
the civilised countries that we know, and we find this peculiar 
characteristic exhibited by the graph with slight differences, one 


1 National Income, 1880-1913, pp. 5-6, 27; Measurement of Social Phenomena, 
Ch. V. 
No. 181.—vo1. x1v1. G 
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wonders whether it is in the nature of the universe that it should 
be so.” He shows a constancy in the relations of incomes over 
certain ranges since the returns of Pitt’s income tax; “ they (the 
income classes) have kept their relative positions and proportions 
with remarkable stability.”” But he also relies on the formula to 
extrapolate from the figures of about 5? millions of taxpayers in 
1918-19 so as to find the minimum of about twenty million in- 
comes, and the average income below the tax limit. The result 
which is thus obtained for the whole income agrees with estimates 
made on quite other lines.1 

Dr. Shirras has quoted the statement with which Dr. Stamp 
clinches tne argument, and which a lecturer keeps in reserve against 
the scepticism of a class. When the income-tax returns showed a 
gap in the Pareto line, he backed Pareto, and put his staff on to 
find the evasions, and found them. This impressive empirical 
verification seems to me to be affected, however, when he says 
later that ‘“ although one may be able to allege that a certain 
class was deficient, it only means that that particular class is 
deficient in relation to the rest. The whole line may be deficient 
throughout. If evasion is constant throughout the whole line, 
then you do not really substantially alter the slope by getting the 
true aggregate figures.2, But if the drive against evasion had been 
applied to the whole line, the gap would have been filled up in one 
place at the cost of a bulge somewhere else. This is what the 
American inquiry said on the same point: ‘‘ The bump on the 
curve in the 4-5,000 dollar interval was eliminated (for com- 
parative purposes) because consultations convinced (us) that this 
bump was caused by the intensive drive for incomes under 5,000 
dollars made that year.””* The conclusion is that such a drive 
will always find evasion anywhere, and cannot be made at one 
place only, in order to save Pareto’s formula. But it would be 
absurd to contest the authority which Dr. Stamp’s unrivalled 
experience gives to the law. And other statisticians regard no 
results as being properly presented until they are so tested. 

4, The law was further authorised by its use in the official 
return of taxed incomes above £130 for 1918-19 (Cmd. 1083). 
The Commissioners drew the graph, and Dr. Stamp presents it 
with the comment that ‘‘ when these points are joined, they will 
be found in a Pareto distribution to lie practically in a straight 
line . . . which enables us to fill up any particular gap or ascer- 

1 Wealth and Taxable Capacity, p. 75. 


2 Ibid., pp. 74-5, 87-91. 
3 Income in the U.S., Vol. I, p. 130. 
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tain intermediate points.”” When the Commissioners’ graph (in 
which they have inverted the axes) is pinned on a blackboard, it 
also has a great effect on a class of undergraduates, whose 
scepticism about the formula has usually been apparent. Analysis 
of the curve shows that a fitted straight line has a slope of 1-47, 
about the figure which is usually taken as typical of a Pareto 
distribution. The graph cuts this line only three times, and for 
considerable ranges is above or belowit. Excluding the extremes, 
the slope varies between successive points from 1-16 to 1-60. 
Between £250 and £2,000, which should be the most normal range 
of the lav, the variation of slope is from 1:16 to 1-50. The 
logarithmic compression is so much greater for the numbers than 
for the amounts of income that these differences of slope from that 
of the straight line would make a serious error of interpolation ; 
thus at £500 the actual number of incomes would be about 
15 per cent.—or over 80,000 incomes—too small. There is, 
however, more consistency if we take the slope above any income 
basis as given by the formula that the average income above any 
basis is — times the basis. Dr. Bowley regards this as the 
most typical expression of Pareto’s Law. Then from £250 up to 
£2,500 the value of a varies only between 1-39 and 1-54. We 
cannot eliminate the influence on these values of the very large 
incomes. 

Of course, this return, though regarded by Stamp as “ the 
most important statistical return yet given,” is for an abnormal 
year, and Dr. Bowley says that “a return which might be true 
for January 1920 would not be applicable to a date six months 
before or after. . . . We have not yet arrived at an equilibrium 
in prices, incomes, or wages.”” 1 Dr. Stamp, however, thinks that 
the exclusion of E.P.D. from incomes in this return may be set off 
against the abnormal amount of debt interest transfer, an acci- 
dental and fortunate correction for estimation of the real income in 
comparison with other dates. And, after all, the fitted straight 
line brings out the slope of 1-47. It has to be observed also that 
the law could only be strictly applied to perfect statistics; while 
these we have are confused by three-year averages, incomes of 
wives and partnerships, company reserves, foreign incomes, and 
other imperfections. In such conditions, the law would have 
proved too much if the logarithmic line had been straight any- 
where. By using the fitted line, Dr. Stamp derived a figure for 
the national income for 1919 which agreed with other estimates. ? 


1 National Income, 1880-1913, init. ® Loc. cit., p. 75. 
G2 
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Distributed Income 1918-1919 (Cmd. 1083) 
I 
Ab | dy 
ove 7 x y . ay 
i ae. Log. Log. | saa ay: da 
130 747,000 2-114 6-759 
160 3,082,000 2-204 6-489 90 270 3 00 
200 1,802,000 301 256 97 233 2 40 
250 1,257,000 398 099 97 157 1 62 
300 957,000 477 5-981 79 118 1 50 
400 657,000 602 818 125 163 1 30 
500 492,000 699 692 97 126 1 30 
600 398,000 778 600 79 92 1 16 
700 332,600 845 522 67 78 1 16 
800 281,640 903 450 58 72 1 24 
900 242,940 954 385 51 65 1 27 
1,000 210,600 3-000 323 46 62 1 35 
1,500 125,600 176 099 176 224 1 22 
2,000 88,400 301 4-946 125 153 1 22 
2,500 64,200 398 808 97 138 1 42 
3,000 50,720 477 705 79 103 1 30 
4,000 33,720 602 528 125 ty BF 1 42 
5,000 24,520 699 390 97 138 1 42 
10,000 9,190 4-000 3°963 301 427 1 42 
15,000 4,740 176 676 176 287 1 63 
20,000 2,990 301 476 125 | 200 1 60 
25,000 2,080 398 318 97 | 158 1 63 
30,000 1,485 477 172 79 =| 146 1 85 
40,000 910 602 2-959 125 213 1 70 
50,000 590 699 771 97 188 1 94 
75,000 285 875 455 176 316 1 80 
100,000 150 5-000 176 125 279 2 23 
Mean straight line, y = 9-717 — 1:466z. 
II 
| | 
Above | Total Incomes Average Value of 
(£). (£ mn.). (000’s). (£). a. 
130 1841-6 5,747 | 320 1-68 
160 1468-5 3,082 476 1:51 
200 1244-8 1,802 691 1-41 
250 1124-9 1,257 895 1:39 
300 1043-9 957 | 1,091 1-38 
400 941-9 657 1,434 1-39 
500 869-4 492 1,767 1-39 
600 818-7 398 2,058 1-41 
700 776-9 332-6 2,333 1-43 
800 739-2 281-6 2,625 1-44 
900 706-6 242-9 2,991 1:43 
1,000 676-2 210-6 3,211 1-45 
2,000 510-4 88-4 5,774 1-53 
2,500 456-9 64-2 7,115 1-54 
5,000 320-5 24-5 1,307 1-62 
20,000 130-4 3-0 43,467 1-85 
100,000 30-0 0-15 200,000 2-00 
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It is not easy to discard a formula which, in such hands, works as 
well as this. 

5. It occurred to me to make a different test, and to use the 
results of the inquiries that have been made into national income 
over about a hundred years, in order to compare the cumulative 
percentages of income and incomes, which can be obtained from 
these inquiries, with those which would be derived from Pareto’s 
Law; that is, to make a bridge between Pareto and Lorenz. 

If there has been a fair degree of constancy in personal dis- 
tribution, the cumulative percentages of income and of incomes 














Number of Income of | 
Income-holders holders in Date. Authority. 

(Je Column 1 (%). 
33 12 1867 | Baxter. 
70-1 31-7 ” | ” 
77-1 41-3 1924 | Bowley and Stamp. 
83 40-6 1880 | Bowley. 
89-5 50 1919 ; Stamp. 
90-4 51-5 1835-40 | Giffen. 
90-8 49-9 1867 | Baxter. 
94-1 52 1913 Bowley. 
94-5 55:2 1910 - 
95-5 53-7 1911 ES 
95-8 52-1 1880 | ee 
95-8 55-5 1913 a 
98-3 63-5 1867 | Baxter. 
98-9 68-9 | 1910 | Bowley. 
99-8 | 91-7 1919 Stamp. 
99-9 91-7 | 1910 | Bowley. 


| 





ought to show a continuous series, without reference to the dates 
at which they are taken. That is to say, the Lorenz co-ordinates 
can be collected just as well for a series of years, and then shuffled 
together, as for any one year; with the difference that for a series 
of years, we shall get more of them. Then the question will be 
(a) if they make a reasonably continuous series, () if the formula 
for cumulative percentages, derived from Pareto, will adequately 
fit that series. 

There are inquiries into the national income, which can so 
be used, since Giffen’s for 1835-40. These classify the income 
from wage-earners, the intermediate non-wage class below the tax 
limit, and for tax-payers. As the two former overlap, and are not 
successive, they have to be taken together for this purpose. Thus 
each inquiry can be relied on for only one pair of ratios, namely, 
the proportions of income and of incomes below or, alternatively, 
above the tax limit; but some of them classify the taxpayers, 
and so give more than one pair of ratios. Only Baxter’s estimate 
gives successive details of wages. ‘The inquiries of Levi (1851 and 
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1879-80) and of Money (1904) deal with proportions of population, 
on certain assumptions, not of incomes, and I have had to omit 
them. Giffen’s figures in 1883 are based on a loose extension 
of Baxter’s figures, and cannot be regarded as precise. The 
following are the more independent estimates. 

Apart from Pareto’s Law, this is a fairly presentable series. 
It is true that most of the figures deal with the upper range of 
incomes. But the point is that the fulcrum of the distribution 
remains at a ninety-fifty relation between 1840 and 1919.2, Now, 
the bottom nine-tenths of the people had plenty of room to 
increase their proportion of the income over that time; they had 
half the income to improve over, and it is remarkable that they 
did not. The industrial changes did not give them, up to the War, 
a relation of 90 to 60. Even in 1919 the fulcrum was the same as 
Giffen and Baxter made it. Only in 1924 had such legislation 
as the extended Trade Boards Act made a material difference. 
This is the obstinate statistical fact of personal distribution 
against general reasoning on changes in class or factorial distri- 
bution. Between 70 and about 95 per cent. of incomes, the pre- 
war position was fairly stable, both indices having a range of 
about 25. The great inequality appears in the lowest figure, and 
in the top vigintile. 

6. Does the Pareto formula fit the relations of these indices ? 
It is plain by inspection that the post-war relation in 1924 was on 
a new basis, and if it were not, Pareto would again prove too much. 
The pre-war figures cannot prove his formula, they can only test 
it. Various formule might fit, but does Pareto’s fit ? 

The bridge between Pareto and the Lorenz ratios is easily 
made. If m is the minimum income to which the law applies, 
and s any other income, the proportion of incomes between m and 


s should be : 
m\4% mi 
ee (“) “a 


and the proportion of income between m and s should be 


a-1 a—l1 
bo) =1—(l—r)@ =r’ 
s 

1 References: Giffen, ‘‘ Further Notes on the Progress of the Working 
Classes,” Essays in Finance, Vol. II. Baxter, National Income. The income of 
companies is included in the total of incomes above £300, and intermediate 
incomes have to be combined with those of skilled labour. Bowley, National 
Income 1880-1913 and Income of the U.K. (Q.J.H., 1914). Bowley and Stamp, 
National Income 1911-24. Stamp, Wealth and Taxable Capacity, p. 95, gives a 
‘* computation ”’ for 1919. 

2 Money’s figures for 1904, on a population basis, were also on this line, one- 
half and one-ninth. 
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Thus if a = 1+5 
r= 1— V1 — 

The integral of r’ from 0 to 1 is —— which for a = 1-5 is a 
quarter, or half the area of the Lorenz triangle, so that the popular 
value of a gives the neat result of an index of equality, for com- 
parative purposes, of one-half. 

The value of a which seems to fit the ratios best is about 1-43. 
It is necessary to keep in touch with the lower figures; variation 
at the top is granted. The Lorenz—Pareto equation is 


r=1— V1 —fT 
or log (1 — 7’) = M4 log (1 — r), r and 7’ being fractions. 


7. The calculations are then as follows, the five ratios round 
95 per cent. of incomes being averaged :— 











Income (%). 
Incomes (%) 
(%). ; t 
a=1-5. | a= 1-43. Given. 
33 12-5 11-4 12 
70 33 30-3 31-7 
83 44-7 41-2 40-6 
90 53-6 50-0 50:0 
95 63-2 59-2 53-7 
98-9 17-7 74-2 68-9 
99-9 90-0 87-4 91-7 














In relation to such claims for Pareto’s formula as have been 
quoted, this is a broader test than any one year can give. It 
meets the test only to such a degree as to suggest that some 
modification of it might be statistically maintained, such that a 
straight line was not the exact logarithmic requirement. 

D. H. Macerrecor 
All Souls College, 
Oxford. 











THE WEBBS ON SOVIET COMMUNISM 


Soviet Communism: A New Civilisation? By Simwnry and 
BEATRICE WEBB. (Longmans, Green and Co. 1935. 2 Vols. 
Pp. 1143. Price 35s.) 


StuDENts of economics and social institutions have for very 
many years been under a heavy debt to Sidney and Beatrice 
Webb; these for us will be their names, whatever King or 
Council may decree! In this, their latest work, a monument 
of industry, written with extraordinary clarity and vivid with 
the ardour of perennial youth, they win once again our enthusiastic 
gratitude. From the charming conclusion of their Preface no 
one could resist quotation : 


“The question will arise in some quarters: Why did two 
aged mortals, both nearing their ninth decade, undertake a 
work of such magnitude? We fear our presumption must be 
ascribed to the recklessness of old age. In our retirement, 
with daily bread secure, we had nothing to lose by the venture 
—not even our reputation, which will naturally stand or fall 
upon our entire output of the past half-century, to the load 
of which one more book makes no appreciable difference. 
On the other hand, we had a world to gain—a new subject 
to investigate; a fresh circle of stimulating acquaintances 
with whom to discuss entirely new topics, and, above all, 
a daily joint occupation, in intimate companionship, to 
interest, amuse and even excite us in the last stage of life’s 
journey. This world we have gained and enjoyed. To use 
a theological term, this book is, therefore, to be received as a 
work of supererogation, which, as we understand it, means 
something not required, but spontaneously offered, which 
may be ignored or criticised, but which does not warrant 
blame, even if it be deemed (to use the words of Steele) ‘ an 
act of so great super-arrogation as singing without a voice !’ ” 
(p. xii). 


The critic, if such there be, who has come to curse, enters the 
battle disarmed! The student, who has come to learn, smiling 
and cheered, shoulders his pack for the long march from p. 1 to 
p. 1143! 
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The book is admirably constructed. The first volume de- 
scribes machinery and organisation, the environment of man 
as citizen, as consumer, as producer, in respect of the vocation 
of leadership; the second, which is headed ‘“‘ Social Trends in 
Soviet Communism,” is an account of the way in which the 
machine works and of its significance for life and welfare. The 
arrangement is excellent, and the authors’ command over the 
art of presentation supreme. Through that art the reader’s 
interest is sustained, even in those parts of his journey where the 
country is in its nature arid. To the present reviewer, for 
example, the mechanism of political government has, it so 
happens, never made much appeal. But he read on through the 
rayon and the oblast and the seven federated republics without 
a tremor or a yawn. Like their one-time Fabian colleague, 
Mr. H. G. Wells, these authors, in breathing upon the driest of 
dry bones, miraculously make them live. And, of course, the 
main part of the country through which they lead us is anything 
but arid. There is no need for an effort by the guides to keep 
alive a flagging interest; the journey itself is a thrill. 

The political foundation of the Russian system is formed by 
the innumerable village and town soviets chosen by direct election. 
In this members of the deprived classes—traders, middle-men, 
rentiers, priests—have no votes. Apart from these, the franchise 
is universal for all persons over eighteen, irrespective of race or 
nationality. On this foundation there is built a complex hierarchy 
of indirectly elected bodies, culminating in the All-Russian 
Congress of Soviets, made up of deputies or delegates from 
provincial congresses of soviets. This body elects the Central 
Executive Committee, which, in conjunction with the People’s 
Commissars appointed by itself, holds, in law, supreme authority, 
except when the All-Union Congress is actually in session. The 
powers of the successive grades in the hierarchy are related on 
an original plan. The village and town Soviets are not endowed, 
like the town and county councils of this country, with a defined 
and limited range of authority. Their powers, it appears, so 
far as their own locality is concerned, are not formally circum- 
scribed at all. They are free to frame and execute any decisions 
that they please—subject to veto and reversal by the authority 
next highest in rank. 

Alongside of, or rather permeating, the legal form of Russian 
political institutions, is the Communist Party—the voluntarily 
recruited, but often violently purged, organ of intellectual leader- 
ship. ‘The members of this body, though they may freely debate 
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all issues not yet decided, once the Party has spoken, must hence- 
forward accept and obey. Bound to austerity of personal life 
and activity in the cause, they are bound also to a dogmatic 
creed, which embraces, not politics merely, but philosophy no 
less. This creed they must understand and be able to expound. 
No matter how high his virtue or his zeal, if a man’s intellectual 
capacity fails at this, he may not belong to the Party. For an 
essential duty of a Party member is to persuade and guide non- 
members, to endue the legal forms of the political structure 
with a living and active spirit. It is natural, therefore, that 
Party members, small though their numbers are—some two or 
three millions only—should be predominant in administration. 
Thus the People’s Commissars and their assistants are invariably 
Party men. Nor is this all. Decisions reached by the Party, 
extra-legal body though it is, dominate the conduct of the formally 
constituted central government. ‘‘In the Soviet Union,” our 
authors quote from Stalin, “in the land where the dictatorship 
of the Proletariat is in force, no important political or organisa- 
tional problem is ever decided by our Soviets and other mass 
organisations without directives from our Party. In this sense 
we may say that the dictatorship of the proletariat is substan- 
tially the dictatorship of the Party as the force which effectively 
guides the proletariat ” (p. 374). 

Besides the political organisation of the Soviets there are also 
more specifically economic organisations of a far-reaching kind. 
Thus ‘‘ Man as Consumer ”’ has an immense system of consumers’ 
co-operative societies, all affiliated to the central board of Cen- 
trosoyus at Moscow. Through these some 70 per cent. of the 
total retail trade within the Soviet Union was, at the time of 
our authors’ visit, conducted. These societies are not, indeed, 
without rivals. In December 1932, for example, the buildings 
and equipment of some 350 of the largest of them, with something 
like 3,000,000 members, were transferred by decree to the factories 
for whose employees they used to cater; and, since the Webbs’ 
investigation was carried out, further modifications have, it 
appears, taken place. But, in any event, whether retail dis- 
tribution is operated through the societies, or through the factories, 
or through governments or municipalities, it is under the direction 
of the consumers, not of the producers of the various commodities 
that are bought and sold. Thus the idea of the consumers’ 
association is present and dominant, even when the form of it 
is not. 

For “‘ Man as a Producer” the most highly articulated ar- 
rangements are found among persons in receipt of wages. These 
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are, of course, the trade unions. They are not craft unions, 
nor yet industrial unions. They include everybody from general 
manager to office-boy in all the establishments turning out a 
given class of product, ‘‘ whether the object of the nation-wide 
enterprise be extracting, manufacturing or distributing com- 
modities, or rendering administrative or cultural services of any 
kind ” (p. 174). In each union the base of the pyramid is the 
meeting, or meetings, for the choice of Union committees for each 
establishment; the apex, the Central Committee of the whole 
Union. The Central Committees, 154 in number, discuss with 
the planning authority how the product of the nation’s work 
is to be allocated: how much is to go in personal wages, including, 
of course, the salaries of the higher officials; how much to the 
creation of new capital equipment; how much to the provision 
of education, health services and other collective amenities. 
They also arrange how the aggregate of personal wages, allotted 
to each of them, shall be distributed among different classes of 
workers; the object being so to grade rates as to attract different 
classes of workers in the proportions in which they are wanted. 
The Unions are thus, in a sense, a part of the planning authority. 
Their discussions with it are essays in co-operation, not battles 
with an “enemy party.” But the Unions are far from covering 
the whole field of man’s activity as a producer. Alongside of 
them, there are very many associations of owner-producers, 
whether groups assembled in self-governing workshops or the 
members of collective farms, now—since the liquidation of the 
Kulaks and the subsequent abolition of arbitrary government 
requisitions—widely established. The dominant impression, 
our authors write, “‘ made by the survey of the organisation of 
Man as a Producer will, we think, be one of multiformity. There 
could hardly be a wider divergence in constitutional structure 
than that between the 154 highly centralised trade unions (in 
round numbers 18,000,000 members) and the loosely federated 
20,000 co-operative societies of owner producers in industry 
(3,000,000 members); or between either of these bodies and, on 
the one hand the 240,000 kolkhosi or collective farms (30,000,000 
members), or on the other the 1500 fisher kolkhosi (300,000 
members). . . . Nothing stands out more clearly from our 
survey of the world’s labour in the U.S.S.R. than the inaccuracy 
of the assumption that Soviet Communism involves either uni- 
versal State ownership of the instruments of production, or the 
existence of but one possible employer of labour, or of only one 
method of gaining a livelihood ” (pp. 299-303). 

In the second volume, at p. 529, we pass, to speak broadly, 
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from structure to function, from machinery to life. The economist, 
in his professional capacity, will be especially interested in the 
chapters entitled ‘‘ Planned Production for Community Consump- 
tion ”’ and “ In Place of Profit.”” Soviet Communism aims explicitly 
at planning from the centre the nation’s production, distribution 
and exchange in the general social interests. So far, indeed, as 
it is merely concerned to take over resources for some collective 
service, whether the creation of a heavy industry, the building of 
a strategic railway or the institution of a national system of 
health or education, it is attempting nothing different in kind 
from what all governments have attempted in some degree, and 
the British Government, among others, during the Great War 
attempted and carried through in a very high degree. But to 
plan centrally at the same time for the production of masses of 
commodities that are to be personally consumed by individual 
purchasers is something hitherto unattempted. No doubt, where 
all incomes are small and little is bought by anybody beyond 
elementary necessaries, consumers’ desires are more stable and 
the practical difficulty of adjusting supply to demand, therefore, 
smaller than they would be in a wealthier community. Accord- 
ing to Mr. and Mrs. Webb, when the proportion of workers in 
one field of production is considered too low, the required shift 
is brought about, not by coercion or pressure, but by a manipula- 
tion of wage rates and an increase in the number of places offered 
for free training in the kind of skill of which, for the time being, 
there is a shortage. To the outsider it appears inevitable that 
the enormous machine, which they describe, must creak and 
groan and lag. This they do not deny. But, as an offset, they 
emphasise the high spirit of the workers, who feel themselves 
servants of their own State, not of private profit-makers, the 
introduction of the Sport Spirit into industry, with the challenges 
to beat their output sent from one factory to another—analogous 
to the Tank Week Competitions among English towns during 
the War—and the development of shock brigades of enthusiasts 
ready to carry through Herculean labours, not for pay, but for 
honour and the joy of the deed. Here is a remarkable illustration 
of this spirit of service. ‘“‘ Whilst the huge tractor works in 
Kharkov were being constructed mountains of rubbish accumu- 
lated all around the building; and the inhabitants of the city 
made it a point of honour to clear it away, without diverting the 
regular staff from the building and equipping of the new plant, 
that was so urgently required. Whole crowds assembled on 
their free days and swarmed around the premises, eventually 
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completing the entire task. On some afternoons, it was reported, 
it looked like a big holiday excursion getting off the tram-cars, 
and it is estimated that, from first to last, the participants num- 
bered at least 30,000” (p. 753). This spirit is not, of course, 
universal. In particular, it does not extend to what the Webbs 
call “‘the intermediate class’ between the intellectual leaders 
of the community on the one hand and the mass of the workers, 
mostly recruited very recently from the peasants, on the other— 
subordinate officials, clerks and shop assistants, stationmasters, 
and so on (p. 798). With these people Soviet incentives have 
hitherto largely failed, and the venality, unpunctuality and 
inexactness, for which they were notorious in tzarist times, still 
remain. But, though not universal, the new spirit is very widely 
spread. It stands as a substantial item on the credit side against 
the debit of error, confusion and faulty technique. 

But the technical efficiency of the Soviet Economy is, after 
all, a secondary matter as compared with the end that it is made 
to serve. At the back of the whole vast apparatus there have 
Jain two dominant purposes, the first, in a sense, temporary 
and accidental, the second for all time. On the one hand, 
there has been a tremendous drive to build up, with the greatest 
possible speed, an industrial equipment, particularly in the 
heavy industries, powerful enough to make the Soviet Union 
secure against military attack or economic embargo. It is for 
this that the people forewent food; for this that, whereas wealthy 
England before the War withdrew from consumption for invest- 
ment in new construction perhaps 10 per cent. of its national 
income, Russia, after the War and its ruinous aftermath, so 
withdrew in all years 20 per cent., in some as much as 30 per 
cent. On the other hand, there has been a drive no less tremend- 
ous towards “‘the remaking of man.” ‘‘ We make tractors,” 
said the director of the Kharkov tractor factory, “ but I also 
want to make new men” (p. 941). The workers themselves are 
the material to be moulded. Hence the enthusiastic develop- 
ment of health services, medical research, care of infants, maternity 
benefit of a generosity unparalleled elsewhere, and the enormous 
increase, as servants of the community, in the number of trained 
doctors. Hence, too, the immense effort that is being made to 
carry forward and to universalise the education of the young; 
free schooling for all, all in the same schools irrespective of the 
position or income of parents. “‘ When the Bolsheviks took 
office, something like 70 per cent. or 80 per cent. of the whole 
people were illiterate. To-day, throughout European Russia at 











94 THE ECONOMIC JOURNAL [MARCH 


any rate, and also in all the settled parts of Siberia, all but a 
tiny remnant of the elderly and the aged have left this stage.” 
In a recent newspaper there appeared as a news item: ‘‘ Every- 
one in Moscow who was this year called up for military service 
was able to read and write ” (pp. 891-2). Hence, too, the vogue, 
quite new in Russia, for physical culture and outdoor pursuits ; 
for the development and the widespread use of museums, theatres 
and concert halls. Of course, in all these things what is attempted 
is often very imperfectly attained. Many of the doctors are 
insufficiently trained; there are not enough school buildings ; 
not enough teachers; and so on. Moreover, from an educa- 
tionalist’s point of view, the strenuous inculcation into every 
child, however young, of the dogmatic communist creed is any- 
thing but attractive. All this must be granted. But, none the 
less, to have enshrined in the actual policy of a great country 
the doctrine that it is life, not machinery, which matters in the 
end, that the supreme commodity is man himself, and that the 
approaches to civilisation should be free to all, not a privilege of 
the few, is to have made a unique contribution to history. Here, 
if nowhere else, the leaders of Russian communism have lit a 
candle that will not be put out. 

The foundation upon which the Bolsheviks’ new world is 
to be built is science. The outstanding fact in the mentality 
of the Soviet administrators is ‘“‘ implicit and unswerving belief, 
as the main instrument of achievement, in knowledge itself ” 
(p. 948). There is an immense organisation for scientific re- 
search and an immense keenness for the latest and best in every 
field. ‘‘ From the darkness in the depths of the Arctic Ocean 
and the Black Sea to the cosmic rays in the stratosphere; from 
the various factors of the weather (including “‘ the making of rain ’’) 
to the causes or condition of earthquake; from the utilisation of 
as yet unworked mineral deposits to the growing of new fruits, 
the modifying of existing cereals and the breeding of new hybrids 
of animals, no part of the material universe is left unprobed and 
untested ” (p. 974). But to this enthusiasm for science there is 
a less happy counterpart, named by our authors the Disease of 
Orthodoxy. The Journal for Marxist-Leninist Natural Science 
announces: ‘‘ We stand for Party in Mathematics . . .; we 
stand for the purity of Marxist-Leninist theory in surgery.” 
Under the heading, “‘ Materialist Dialectics in the Fishing In- 
dustry,’’ a communist theorist writes: “‘ A swarm of fish in any 
ocean is ultimately, not so much a dynamic object as a dynamic 
process in motion (to use philosophical language) in all its cate- 
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gories. It is in this that the dialectical clarity of the fishing 
industry is to be found” (pp. 1000-1). Here is a terrible en- 
chainment of the human spirit; fact once again overborne by 
authority of the written word; and that under the banner of 
science itself ! O, shade of Galileo on that ghostly tower, dropping 
ineffectual weights through the luminous void in vain! There 
is, too, something drab and dreary in the hard certainties of the 
communist metaphysic. Wonder is the beginning of philosophy. 
But how can a man wonder when, for him, the universe has been 
docketed and labelled by a politician—even a politician of genius ? 
Better by far that “‘le silence eternel des espaces infinis nous 
effraie.”” The good life is in adventure—perilous seas unknown— 
not in the prison of a formula. Of this disease of orthodoxy, 
with its symptoms at once repulsive and ludicrous, the diagnosis, 
let us hope, is growing pains, not premature hardening of the 
arteries. 

The reader will have noticed that throughout this long account 
no mention has been made of the manner in which the machinery 
of money and credit in the U.S.S.R. is operated. The reason 


is that, on that matter, our authors have had practically nothing 


to say. This is an unfortunate omission. For, plainly, in a 
State where centralised economic planning plays so large a part, 
the relation between the plan and the arrangements made about 
banking must be very important. It is impossible to get a com- 
plete and concrete view of how the planning is executed without 
an understanding of that relation. Here, however, the reader 
can easily fill up gaps in Mr. and Mrs. Webb’s discussion by 
reference to Mr. W. B. Reddaway’s recently published short 
study of The Russian Financial System. There he will find, too, 
an account of the system of two-fold retail prices, under which, 
for a number of articles, quantities up to the limit of one’s ration 
can be purchased much more cheaply than further quantities, 
and of which again Mr. and Mrs. Webb tell us very little. 

One other criticism of substance an economist, invited to 
review Soviet Communism, is in private duty bound to make. 
In Chapter VIII eight pages are covered by the headings: “The 
Abstract Economist’s Criticism of a Planned Economy ” and “‘ The 
Communist’s Reply to the Economist’s Criticism.” Here a band 
of persons, variously described as “‘ the economists of the Western 
world,” “‘ the deductive economists of the Western world ” and 
“the deductive economists,” are made to condemn the Soviet 
system chiefly upon the ground that ‘“‘ the operation of the price 
mechanism in an absolutely free market necessarily secures the 
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maximum satisfaction then and there possible of the wants and 
desires of the whole aggregate of consumers”’ (p. 675). The 
Communist replies by pointing out that, as between rich people and 
poor people, equal money demand cannot reasonably be taken to 
represent equally urgent desires, and that, therefore, equilibrium 
under free competition does not imply maximum satisfaction. 
The present writer, who belongs to the Western world, and has, 
for a number of years, believed himself to be an economist— 
perhaps even, so far as the distinction has meaning, a deductive 
economist—confesses to some astonishment at this argumentation. 
The Communists’ words have so close a resemblance to those of 
Marshall, the words of his colleagues of the Western world so 
strongly suggest a Mad Hatter’s Teaparty! Indeed, fora moment 
in these pages Homer has nodded. Apart from the absurdity 
of endowing ‘the economists of the Western world,” or even 
“the deductive economists ” with a single voice, to make them 
reason on these lines is to perpetrate a caricature. The com- 
parative economic effects in various conditions of systems under 
which private enterprise, limited and controlled in greater or 
less degree, is dominant, and systems under which direct State 
planning fills the centre of the stage, if they are to be studied at 
all, should be studied seriously. Knowledge is not advanced 
by setting up and knocking down ninepins a century old. But 
why this pother about eight pages? Homer has nodded for 
eight minutes only out of 1143. What does that matter in the 
face of his achievement? Let him nod—with his tongue in his 
cheek, it may be—and laugh to have shocked our primness! 

In their final chapter—‘‘ The Epilogue ’—our authors ask 
whether the great experiment, of which their book is a study, 
can rightly be called a new civilisation. Their answer is an 
unhesitating yes. The abolition of the profit motive—gain from 
employing others for wages and from buying to resell—has 
transformed economic relationship. The deliberate centralised 
planning of the main part of a country’s production is an entirely 
new thing. So is the widespread introduction of the Sport 
motive— Communist emulation ’—as a stimulus to keenness 
in production. So too are the destruction of class and class 
consciousness; the Soviet representative system; the vocation 
of leadership; the nation-wide effort to build, not merely 
things, but men. All this, our authors claim, besides being a 
new, is also, for all its faults and errors, a good civilisation. 
Will it spread to other countries? ‘Our own reply ”—these 
are the last words of the book—“‘ is, yes, it will. But how, when, 
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where, with what modifications, and whether through violent 
revolution or by peaceful penetration, or even by conscious 
imitation, are questions we cannot answer” (p. 1143). 

In bringing this article to a conclusion, the present writer 
is very conscious that he has shirked what many would consider 
the crux of a reviewer’s task. He is wholly incompetent to 
judge how far the picture which Mr. and Mrs. Webb present of 
Soviet Russia is drawn in true proportions and in colours of the 
right degree of brightness. They speak frankly as admirers of 
the great constructive work that is being attempted. They do 
not hide the cruelty and suffering out of which it was born, or, 
what is more to the present purpose—since it is the system as 
it is, not the manner of its origin, that they are analysing—the 
manifold present lapses of the actual below the ideal. But their 
wounds are the wounds of a friend. It may well be that their 
impressions are over-favourable, their hopes unduly sanguine. 
They would, indeed, be the last to claim that their picture is 
final or complete. Reality has many facets. They have pre- 
sented one. The student of Russian Communism will rightly 
seek enlightenment also from other writers of different views. 
But, though the Webbs’ book will not stand in his library alone, 
it will most assuredly stand there, and that in a place of honour. 
Nor, when he looks at it and takes it down, will he be thinking 
only of the book itself. He will remember also, with heightened 
gratitude, the long list of its predecessors and the splendid 
service to social science, that its authors, over so long a span of 
years, have jointly rendered. Belonging, it may be, to that 
strange myopic band, ‘the economists of the Western world,” 
‘the deductive economists,’ not less will he stand to the salute. 
To these that have given so much may good things in turn be 
given; a quiet, but not a restful evening; for, to such as they 


are, work, not rest, is a boon! 
A. C. Pigou 
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REVIEWS 


The Economics of Stationary States. By A. C. Pigov. 
(Macmillan. 1935. Pp. xi-+ 326. 12s. 6d.) 


THE scope of this book will be best appreciated if we 
compare it with some treatise on Principles quite outside the 
Marshallian tradition—best of all, perhaps, with the first volume 
of Wicksell’s Lectures. Like Wicksell’s, Professor Pigou’s 
inquiry is purely “positive’’; he is concerned with how the 
economic system does in fact work, and how it reacts to certain 
changes. Like Wicksell, he proceeds by elaborating a series of 
models, in which various complications are successively added, 
and a very simplified economic system brought step by step 
nearer to reality. The actual models chosen are substantially 
similar to Wicksell’s: (1) Isolated man, (2) a purely exchange 
economy, in which there is exchange of services, but no pro- 
duction, (3) a purely production economy, in which various 
services co-operate in the production of a single commodity, 
(4) an economy in which many commodities are produced by 
co-operation, and exchanged among themselves. Finally, as 
in Wicksell’s case, the theory of capital is only developed so far 
as is consistent with the hypothesis of a stationary state. The 
final step from ‘‘ models” to something like the real world is 
therefore not taken. 

Within this substantially similar field, Professor Pigou’s 
analysis improves on Wicksell’s in two principal ways. On the 
one hand, he gives very careful attention to the problems of 
increasing returns and the associated problems of monopolistic 
competition. (Exchange, under monopolistic or quasi-mono- 
polistic conditions, is dealt with particularly in Chapters XVI- 
XIX; the effect of increasing returns on the organisation of pro- 
duction—together with the ‘‘ adding-up problem ’—in Chapters 
XXIII-X XVII; while the two aspects are brought together in 
Chapters XL-XLIV.) On the other hand, he makes some 
elaborate comparisons of stationary states, comparing the systems 
of prices and production which will maintain equilibrium under 
different conditions of tastes, resources, and technique. (These 
pioneering investigations into the comparative statics of a whole 
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economy will be found mainly in Chapters IX, XXI, XXXIV, 
XX XIX and the Mathematical Appendices.) While these two 
threads do not exhaust the book, they seem to trace out, between 
them, its most interesting and original parts. 

In dealing with monopoly and competition, Professor Pigou 
now distinguishes three cases, which form a simple and illuminat- 
ing classification. (1) The general case, when the return ex- 
pected by a seller from sales of any magnitude depends on the 
expected reactions of other sellers to changes in the selling policy 
of the first. Unless these expectations are known, the problem 
is indeterminate. (2) The case when changes in the selling 
policy of one seller affect any particular other seller too little for 
that other seller to change his price policy appreciably. In this 
case each seller is confronted with a determinate demand curve, 
and we can proceed to apply ordinary monopoly analysis. (3) 
The case where changes in the sales of any particular seller affect 
the value of his product too little for the difference-to be worth 
considering. In this case he will proceed “under the rule of 
competition,’ and we can apply the analysis of “perfect ”’ 
competition. 

There are thus two stages of simplification, of which the first 
is necessary if the problem is to be tractable at all, and the second 
is an immense convenience. Professor Pigou shows that the 
first simplification (to simple monopoly) is legitimate in a wide 
variety of different cases, while the second (to perfect com- 
petition) is legitimate quite often. It is easier to work under 
the rule of competition, and that rule will therefore be followed 
unless there is a considerable incentive to depart from it. Further, 
as he shows in another place (p. 245), the economist is often 
justified in neglecting monopolistic elements, even if sellers do 
in fact act monopolistically. For the error involved in the 
simpler hypothesis is a limited error, about whose magnitude we 
are not entirely ignorant. 

The discussion of increasing returns takes place mainly 
within the framework of the third model—a community pro- 
ducing one finished product only. This seems, perhaps, a little 
unfortunate; for within the framework of that model it is ex- 
traordinarily difficult to visualise the divergence between marginal 
private and marginal collective product (the external and external- 
internal economies) on which so much of the argument turns. 
No examples are given, and the reader is left at a loss to know 
what external economies are possible in such a system—for 


vertical disintegration of industry is apparently not assumed. 
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Is it really true that we are in danger of deducing a priori 
something about the productivity function of fact, as Professor 
Pigou asserts (p. 147), following a famous passage of Edgeworth ; 
and that we can only escape this dilemma by assuming a di- 
vergence between marginal collective and private products ? 
I cannot see that logic says more than this: if there exists a 
closed system of many firms producing the same commodity, 
and if there exists a supply of potential but not actual entre- 
preneurs, then the productivity function must be such as to 
make it possible for each firm to be at the optimum size, and each 
entrepreneur to get his marginal product. If the productivity 
function is not of this type, then ezther the firms must grow so 
large as to destroy competitive conditions, ov they must become 
so small as to absorb all the potential entrepreneurs. These 
latter alternatives are surely not impossibilities. They can 
only be excluded, if at all, by a reference to the real world. 

These doubts about the ‘‘ marginal coilective product” do 
not, however, apply to the illuminating use of the same concept 
in later chapters. In Chapter XLI, especially, the arduous 
labours of earlier sections are rewarded by a simple solution of 
that most difficult problem—the effects of all-round monopolisa- 
tion. Here it is shown that the formation of monopolistic cartels 
in all industries (so long as the products of these industries are 
reasonably ‘‘ independent ’’) “‘is likely to make the quantity 
of factor-group units engaged in industries of highly elastic 
demand, and also that engaged in industries of strongly increasing 
returns, larger than they would have been under all-round com- 
petition; and conversely ” (p. 233). The establishment of this 
proposition, with necessary qualifications, is perhaps the crown 
of the whole work. 

We must now turn to Professor Pigou’s second main line of 
inquiry. The general equilibrium method of Walras and Wicksell, 
which, as we have seen, is followed by Professor Pigou, is an 
admirable method of exhibiting the interrelations of forces in 
an economic system. But, having once set out those inter- 
relations in a set of equations, it has usually had much difficulty 
in getting further. It can establish the conditions of equilibrium, 
but it can say nothing at all about variations. 

Is this defect inherent in the method, or has it appeared only 
because the method has not been pursued far enough? Pro- 
fessor Pigou obviously thinks the latter, and most people who 
have examined the question seriously will agree with him. There 
is no logical reason why we should not be able to use the general 
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equilibrium method to give us laws of change—or, at least, laws 
exhibiting the comparative properties of different equilibria. 
The transition from one equilibrium to another is a different 
question. 

It is evident that these laws will be fairly complicated, but 
they need not be altogether unusable. Professor Pigou works 
them out in an elaborate fashion for the first three of his models— 
isolated man, exchange of services, production of one commodity. 
But when he comes to his last model (production of many com- 
modities), his method seems to fail him; for the analysis of this 
most complicated, but at the same time most realistic, problem 
is relatively sketchy. 

Iam rather afraid that this failure is symptomatic of something 
not quite satisfactory in the whole approach to this ‘‘ comparative ”’ 
inquiry. The reader cannot escape the feeling that we have 
here a body of closely related questions—a system of questions— 
and that if the answers are to be presented in a usab!« form, 
they too must form a recognisable system. Otherwise, for one 
thing, it is almost impossible to remember them. Professor 
Pigou’s answers are singularly unsystematic. Almost every 
problem has to be investigated afresh, and thus the answers do 
not reinforce each other, but each stands on its own feet. 

This is unfortunate, since the feet are sometimes shaky. 
For example, the proof on p. 273 that an increase in the pro- 
ductivity of an isolated man, who is producing only one com- 
modity, will always lead to an increase in output, does not seem 
convincing as it stands. What is the basis for assuming 
(x) > F'(x) ? 

Again, in Appendix IX, the basic equation should evidently 
read 

l+id 


af e — a)) =F-E 5 Ue + (+ ia] 


and the rest of that Appendix be corrected accordingly. 

These little corrections do not make much difference; but 
slips of this sort are inevitable in so disjointed an investigation. 
It is a wonder they do not go further. 

Professor Pigou brings out clearly the additional complications 
in the theory of production which arise when more than two 
factors are present—complications overlooked by recent writers 
on the “elasticity of substitution.” But he does not always 
observe the qualifications which should consequently be imported 
into other propositions—for example, into Professor Ohlin’s 
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proposition about international trade and relative factor prices 
(p. 252). 

This is a very difficult book—too difficult to serve as a text- 
book, save for very advanced students. Its practical bearings, 
though no doubt often considerable, are very indirect. But it 
is a book that will be invaluable to anyone who is working seriously 
on any of the numerous problems to which it has reference. 

J. R. Hicks 
Gonville and Caius College, 
Cambridge. 


The Ethics of Competition and other Essays. By Professor F. H. 
Knicut. (London: George Allen and Unwin. 1935. Pp. 
363. 12s. 6d.) 


On November 7, 1934, some friends of Professor Knight dined 
in his company on the occasion of his forty-ninth birthday. 
They formed the project of collecting some of his papers into a 
volume. ‘ Not until all arrangements had been made and the 
selection of the contents completed was Professor Knight in- 
formed.” What a delightful experience to be informed of such 
a thing! What a satisfying display of friendship and loyalty ! 
What scholar would not wish to have the responsibility for giving 
publicity to his views thus taken off his shoulders ? 

The volume contains a number of papers from learned eco- 
nomic periodicals, some contributions to the /ncyclopaedia of the 
Social Sciences and a hitherto unpublished essay on ‘‘ Economic 
Theory and Nationalism.” The greater part of this material 
is methodological or philosophical in character. 

Professor Knight is not content with cut-and-dried formu- 
lations. He probes deep. He is interested not only in the re- 
lation of economics to ethics, but also in the content of ethics 
itself and in the fundamental principles of logic and epistemology. 
In the latter field he professes particular sympathy for the work 
of William James and M. Bergson (p. 97). It is very much to the 
good that an economist should conduct far-reaching inquiries 
along these lines. To give a short summary of his conclusions 
would be difficult if not impossible. For it cannot be said that he 
has attained the level of the systematic. Indeed, in attempts at 
classification he is at his weakest, and is sometimes seduced by 
the enticements of abstract polysyilables (cf. p. 327). But many 
of his particular points are very shrewd and penetrating. And 
he is successful in demonstrating that there is a large hinterground 
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of debatable — behind the domain of ordered economic 
theory. Not that he wishes to undermine the position of the 
theorists; he shows a good sense of proportion in fixing limits 
to their claims. He is clearly a sincere seeker after truth. His 
style is rather prolix; sometimes he appears a little uneasy 
and agitated; on occasion even a note of querulousness is heard. 
In such a formidable task some evidence of struggle, some tor- 
tuosity, may be expected in one who is not primarily a professed 
metaphysician. 

In his excellent initial paper on ‘‘ Economic Interpretation,” 
he asks the very apposite question, What is an economic 
motive? Advocates of economic interpretation should consider 
it carefully. They will be hard put to it to find an answer that 
will do. Later Professor Knight considers the knowledge of 
economic purpose we derive from external observation and from 
introspection. He skilfully adduces good reasons why the claims 
of introspection should not be ruled out. 

In his final essay he foreshadows the triumph of some kind of 
fascist order. He claims to speak “ as one perhaps second to none 
in hatred of nationalistic dictatorship ’’ (p. 321), and he enrolls 
himself “‘ among those who do not like the change from Liberalism 
to Nationalism, and who look with regret upon the passing of 
freedom ”’ (p. 325). None the less, one cannot but feel that his 
dislike is mixed with fascination, for his reasons for the decay 
of liberty are not completely convincing. The evils of the free 
system are growing disparity of income and monopoly. Are these 
insuparable? He also writes (p. 316), “‘ The crisis conditions, 
which have led to most of the recent talk about the ‘ breakdown 
of capitalism,’ have undoubtedly been due in large part to the 
lack of a scientific monetary system with adequate government 
control. But there was never any question, among the most 
extreme advocates of laissez-faire, that effective control of the 
circulating medium is an essential power, and duty, of the Govern- 
ment.” Well, then, cannot the democracy rise to this? But 
is the diagnosis really so simple? If it is not, yet, if it be made in 
time and the remedy proves manageable, may we not still be saved ? 
If Professor Knight were absolutely sure of his monetary remedy, 
would he not say more of it and less of fascism? Is it not an 
underlying lack of confidence in it that makes him so ready to 
come to terms with the enemy? Lack of confidence, however, 
ought not to lead to surrender, but to a more drastic and thorough- 
going analysis of the causes of the crisis. For wider socialist 
proposals Professor Knight has profound distrust. His faith 
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& 
in politicians and administrators is too weak. “May one say that, 
had he greater knowledge of English institutions, he might have 
reached a different conclusion ? 

The volume contains some specifically economic papers. 
Special reference should be made to the essay on ‘“‘ Cost of Pro- 
duction and Price ” over long and short periods, first published in 
1921, in which Professor Knight brings forward considerations 
about the laws of returns in part similar to those which were so 
provocative of discussion in the Economic JouRNAL some years 
later. Having dealt with perfect competition and the incompat- 
ability of this with decreasing costs, he proceeds (p. 213) :— 


“The correct approach to the explanation of price in the 
case of partial monopoly would seem to be to apply the theory 
of monopoly, not that of competition. Instead of attempting 
to allow for a degree of monopoly in the supply, which there is 
no easy way of dcing, it is vastly simpler to allow for partial 
competition as a phenomenon of substitution, on the demand side. 
No difficulty whatever is involved in assuming control of the 
supply (of the commodity defined in the narrowest sense) and 
allowing for competition by substitution of more or less similar 
goods in drawing the demand curve. And this is the more 
realistic view as it represents the way in which the producer 
would naturally envisage the situation. 

“. . . It is to be emphasised that a considerable degree of 
one or both sorts of monopoly exists over a large part of the 
field of manufacturing industry.” 


It is not to disparage the value of his metaphysical work, 
if one regrets that the editors did not in the limited space at their 
disposal give a more restricted sample of this and more of his 
work on purely economic problems among which Professor Knight 


moves with an easy mastery. 
R. F. Harrop 


Christ Church, 
Oxford. 


On Quantitative Thinking in Economics. By Gustav CASSEL. 
(Oxford : University Press. 1935. Pp. 181. 6s.) 


‘“‘ A THOROUGH reconstruction of economics as a quantitative 
science,” Professor Cassel begins, “‘is urgently needed and, 
indeed, long overdue’; and his book is designed to enforce the 
need, by an attack upon “the oppressive burden of withered 
notions and barren dogmas.” The substance of sound doctrine 
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is indicated but briefly, though some twenty-six references to 
Professor Cassel’s published works direct the reader to his con- 
structive contribution. For the rest, we have a discursive argu- 
ment, in which criticism of the labour theory of value or the 
doctrines of under-consumption mingles with rejoinders to 
Professor Cassel’s critics, advice upon the problems of the 
day, and, most notably, attacks upon some of the procedure 
now most generally followed in analysis, especially by the mathe- 
matical economists. Professor Cassel’s thesis here is highly 
individual, and it will scarcely gain general acceptance. Does the 
analysis of consumers’ valuations, for instance, necessarily go 
back “‘ to the superstitious belief in a ‘ value’ or a ‘ utility’ as a 
quality possessed by things in themselves ” (p. 33)? Is it true 
that the theory which relates the rate of interest with the marginal 
extension of the productive period “ suffers from the fundamental 
error of trying to represent as being determined solely by the 
Principle of Substitution the whole formation of prices in social 
economy ” (p. 25)? So also in the criticism of marginal produc- 
tivity: Professor Cassel seems to assume that all marginal 
analysis considers each price in isolation, and says only that it 
is determined by some marginal quantity, taken as an independent 
variable, which underlies it; and he claims it as a merit of his 
system of equations that in this ‘the equilibrium theory of 
prices is shown to be entirely independent of the concept of margins 
(and therefore also of the principle of substitution) ”’ (p. 165). 
In marginal productivity, again, if our production function has 
to come under Euler’s theorem, do we on that account imply 
that the quantities of all productive factors do historically in- 
crease at one and the same rate (p.127)? The list of such 
difficulties might be extended; and when, for example, Professor 
Cassel dismisses the “average period of production” on the 
ground that both the resources applied to roundabout processes 
and the fruits which they yield are various in kind and in time, 
but himself writes of ‘‘ the total real capital of the community ” 
and of its “social income,” we may ask whether he does not 
sometimes apply a sterner test of quantitative precision to the 
doctrines of others than to his own. 
E. H. PHELPs BRowN 
New College, 
Oxford. 
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Unemployment, an International Problem. A Report by a Study 
Group of Members of the Royal Institute of International 
Affairs. (Oxford University Press. 1935. Pp. viii+496. 
25s.) 

Tus formidable volume of nearly five hundred pages is of 
considerable use as a source of condensed information covering a 
wide field; but as a study of the unemployment problem it 
tends to fall between two stools. Indeed, it is difficult to see 
how such a fate could have been avoided unless the authors had 
either contented themselves with a purely factual and statistical 
study, or made up their minds to take the entire economic situation 
as their province. For, as soon as any attempt is made to dis- 
cuss the causes of unemployment, the whole field of economic 
argument is inevitably opened up. Monetary factors, as well as 
technological factors, political factors, as well as purely economic 
factors, have to be considered and evaluated; and there is no 
possibility of any group, unless it sets out on the basis of a common 
economic theory, reaching even broadly identical conclusions. 

The Chatham House investigators were fully alive to this diffi- 
culty ; but they were also unwilling to confine themselves to a mere 
study of the facts. Accordingly, they attempted, in addition, to 
summarise arguments and theories, and involved themselves— 
as they hoped, not too deeply—in the discussion of such problems 
as the monetary aspects of economic fluctuation. There is 
visible, throughout their study, an effort not to get too deeply 
immersed in these issues; and they devote, in fact, far more 
space to considering other economic factors of a less controversial 
sort—especially to recent changes in industrial structure due to 
technical development, to the growth of trusts and cartels, and 
to the extension of protectionist policies over a wider field. 

The book begins with a descriptive section, in which the 
amount and character of post-war unemployment in the leading 
countries are outlined, and some attempt is made to distinguish 
unemployment arising out of the world depression from that 
which constitutes “the permanent problem” of the post-war 
period. Part II surveys the “general background,” including 
the discussion of the causes mentioned above, and gives a section, 
entitled ‘‘ Restrictive Conditions,”’ to dealing with the obstacles 
to migration and with the alleged rigidity of wage-rates in various 
countries and industries. Part III, dealing with ‘‘ Remedial 
Measures,”” opens with a most useful survey of the measures 
adopted in both Europe and America for the public provision of 
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work and “ work-relief,”’ and goes on to discuss the ‘‘ Organisation 
of the Labour Market ” under such heads as “ Controlling the 
Supply of Labour,” “‘ Spreading the Work,” ‘“‘ Shorter Hours,” 
and “ Placing Services.”” This section is followed by a very brief 
consideration of the various forms of unemployment insurance and 
public relief, and of social services for the benefit of the un- 
employed; but there is no attempt at a thorough survey of either 
of these fields. 

Undoubtedly, the sections which most people will find of the 
greatest use are, first, the opening descriptive survey with its 
illustrative figures, and secondly the account of the various 
public works policies adopted in the leading countries. At the 
close of their very extensive investigation the investigators 
appear to have arrived at no very original or startling conclusions. 
They have rather re-affirmed what has been said many times 
before, and will doubtless need to be said a great many times 
more in the future. Thus, they stress the effects of Economic 
Nationalism in depressing world trade and denying the advantages 
of international specialisation. They pour cool water on ambitious 
schemes for settling the unemployed of the older countries on 
the land; and they express the usual hesitancy about forecasting 
the effects of a fall in population on the level of unemployment. 
For Great Britain, they emphasise the importance of a revival of 
exports; and they show doubt about the likelihood of a successful 
absorption of the unemployed in trades catering for new needs 
in face of an inelastic demand for the traditional staple com- 
modities. A good deal of consideration is given to the disparity 
of wages between different countries, especially in relation to 
the rise of Far Eastern competition in the textile industries and 
in other consumers’ trades. 

In sum, the book is useful and informative, but not much more 
than a handy bringing together of a mass of descriptive and 
analytical data from a large number of different sources. Perhaps 
more than this was hardly to be expected; but, for the reviewer, 
it is bound to be something of a weariness to be confronted yet 
again with so huge an accumulation of facts that he has met 


before. 
G. D. H. Coie 


University College, 
Oxford. 
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Back to the Land. By C.8. Orwin and W. F. Drake. (King & 
Son. Pp. 92. 3s. 6d.) 

The Agricultural Dilemma : A Report of an Inquiry organised by 
Lorp Astor and Mr. SEEBOHM RownTREE. (King & Son. 
Pp. xii+ 101. 2s. 6d.) 


THESE two books, both concerned with the problem of land 
settlement as a cure for industrial unemployment, are to a large 
extent complementary rather than competitive. The authors 
have no delusions about the joys of a smallholder’s life; they 
realise that Great Britain’s industrial population has not ‘‘ come 
from the land,”’ but is town bred, and that, with very few exceptions, 
the industrial unemployed are not likely to make much of a life 
of hard, unremitting toil, which must be conducted without regard 
to trade-union hours, and without most of the social amenities and 
urban surroundings which they so largely take for granted. 

The Agricultural Dilemma deals mainly with the wider issues 
raised by a consideration of land settlement as a cure for unemploy- 
ment. The increase in agricultural efficiency throughout the 
world, which has brought a higher standard of living for the 
agriculturists as well as a reduction in their numbers, the falling 
birth-rate and declining population of the Western countries, as 
limiting factors in any attempt to increase the consumption of 
food, the disastrous repercussions which must be expected on the 
Scandinavian countries and on inter-Imperial relations from a 
drastic restriction of Great Britain’s food imports, the fallacy 
of an extended agriculture as a means of security in war, when all 
the available man-power is required elsewhere—all these factors 
are lucidly discussed in their relation to land settlement. An 
excellent summary of the argument at the end of the book serves 
to show how a rational consideration of the dilemma between the 
desire to increase the number of agriculturists and the need to 
increase their standard of living has, in the words of Lord Astor’s 
preface, “reluctantly but relentlessly driven the authors to the 
conclusion that the possibilities of large-scale land settlement were 
far smaller than some of us had believed.”” They conclude that 
these possibilities are, in fact, limited to the provision of a few 
group settlements for the older unemployed of the depressed 
areas, and of part-time allotments which can be used to supple- 
ment unemployment relief. 

Dr. Orwin and Mr. Drake arrive at the same conclusion from 
a detailed consideration of agricultural statistics. They show 
that, since 1913, there has been a steady decline in the number of 
holdings less than 20 acres in size, a decline particularly marked 
in the case of the smaller holdings of less than 5 acres, while there 
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has been a steady increase in the number of farms between 20 and 
100 acres in size. Competition from the large-scale arable farmer, 
who has recently taken to growing vegetables as a field crop, the 
limited market and the increased production of luxury vegetables 
have together made most branches of market-gardening un- 
profitable, and in all market-gardening districts the low prices of 
the last few years have brought about an increase in the size of 
the holding which is necessary to support one man. Intensive 
poultry holdings proved profitable in the years which immediately 
followed the War, but the very serious increase in disease makes 
egg production on small areas a risky business, particularly as the 
income is derived from the sale of a single commodity. The 
authors point out, moreover, that the family farm of 20 to 100 
acres is not a suitable unit of settlement for industrial unemployed, 
because it calls for a high capital expenditure and because it needs 
a knowledge of the various branches of farming and “ an eye for 
stock ’” which can only be acquired by several years of practical 
experience. An interesting and well-written chapter on the 
history of the Small-Holding Acts shows the change of opinion 
which has taken place in regard to the purpose of providing small 
holdings, and shows, too, how useless as a guide to the settlement 
of industrial workers is the experience of the County Councils, 
whose small holdings have been mainly absorbed by men from 
agricultural pursuits. And finally, the authors point out that 
such success as has been achieved by the English smallholder and 
family farmer has been largely based on his independence and self- 
reliance, qualities which are likely to wreck any of the schemes of 
organised land settlement now in favour, while it is most unlikely 
that the unorganised industrial unemployed could successfully 
compete with established and skilled agriculturists. 

It is to be hoped that these two books will do something to 
induce a study of the history and prospects of small holdings by 
those who, without adequate knowledge, have advocated large 
schemes of “ land settlement ” as a cure for unemployment and 
other ills. It seems probable that such schemes could only lead 
to cruel disappointment. W. C. D. DAMPIER 


Labour in Agriculture: An International Survey. By Louise E. 
Howarp. Issued under the auspices of the Royal Institute 
of International Affairs. (Oxford University Press. 1935. 
Pp. 339. 18s.) 


THE problem of labour in the agricultural industry presents 
many faces dependent not only on national, but even on local 
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conditions of production and employment. At one end of a 
scale is the peasant of many countries, producing mainly for his 
own subsistence by the intensive cultivation of a small area. 
He is prodigal of manual labour and he knows no hours, the only 
limitation of his toil being that which is imposed by the daily 
setting of the sun and by the seasonal hibernation of Nature. 
His aim is to satisfy as many of his needs as possible by his own 
labour, and to have a small surplus of saleable produce to give him 
the cash income needed for the purchase of other requisites. At 
the other end of this scale is the one-man farm which concentrates 
on commercial production, the farmer maintaining himself by 
cash purchases made out of the proceeds of cash sales. In another 
scale is the farmer of either type, whose industry is fostered by 
protection given by the State in one form or another; at the other 
end of it is he who has to face competition mitigated only by his 
own skill in the application of labour and by the perishability 
of some of his products. In one country agriculture and factory 
industries are sharply segregated and compete for labour only 
where they meet. In others, there is no such segregation, and 
agricultural wages tend to be regulated by industrial wages. 

In England, employment in agriculture has long been confined 
mainly to production for the market, in the face of the competition 
engendered by the activities of the manufacturer for export. 
Furthermore, the farm produce imported in payment of his goods 
is the output of men whose labour is unregulated both as to hours 
of work and rates of pay, in contrast to home production from the 
land, which has been regulated for the past twenty years, except 
for one short break, by a Trade Board. 

It is not part of Lady Howard’s purpose to criticise the effects 
of national agricultural policies on wages and conditions of 
employment in agriculture. Her position as the former Chief 
of the Agricultural Service of the International Labour Office, 
at Geneva, has given her an unique opportunity for a study and a 
review of the condition of the agricultural worker in all the more 
important countries of the world. His education, housing, hours 
of work, wages and efficiency are discussed, together with a con- 
sideration of labour ordinances and the statutory regulation of 
employment on the land. From the materials brought together, 
and discussed by Lady Howard in most readable form, it is possible 
to reconstruct the rural scene and to realise and to understand the 
opportunities and the handicaps of rural communities in most of 
the countries of the temperate zone. 

For a book of this character statistical evidence is necessarily 
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subordinated to descriptive economics, but there is sufficient to 
satisfy any reasonable demand for precise information. The 
tables showing (i) the importance of agriculture in various countries 
as measured by the proportion of the industrial population 
engaged in it, (ii) the proportion of paid workers in agriculture to 
total agricultural population, (iii) the rates of agricultural wages in 
different countries, are an education in themselves, and judged 
by every social standard Great Britain comes out well. 

Lady Howard’s book is a notable contribution to the study 


of contemporary agricultural economics. 
C. 8. ORwin 


The Lords of Creation. By FREDERICK Lewis ALLEN. (Hamish 
Hamilton. 1935. Pp. xii + 483. 12s. 6d.) 


Tue “lords of creation’ indicated by Mr. Allen’s title are 
the great ones of Wall Street and of American “ big business ” 
between the eighteen-nineties and the nineteen-thirties; and 
Mr. Allen describes his book as “‘ an attempt to tell the story of 
the immense financial and corporate expansion which took place 
in the United States’ during this period, which he characterises 
as ‘‘the great age of American finance.’”’ The book is addressed 
primarily not to the economist, but to the general public; and it 
dispenses with footnotes and references, though an annotated 
list of principal sources is given in an appendix. 

Works of this order are apt to be tantalising to the serious 
student, because the information they supply stops short just 
at the point at which his interest begins to be aroused. Mr. 
Allen’s is no exception; but it can by no means be dismissed 
as merely a piece of muck-raking in the familiar vein. The 
author makes an attempt to avoid sensational exaggeration, 
and to recognise the ideas and motives which underlie the great 
deeds of the principal characters as containing good as well as 
evil. He regards the system of financial integration, especially 
when it ends up in the “ pyramiding ” of one holding company 
on another, and in the endless interlocking of shareholdings 
between associated corporations under common financial influence, 
as inherently vicious and leading to dishonest manipulation, 
even when the initial notions behind it are not in themselves 
wholly bad. He recognises that some of the ventures which 
ended up in the most preposterous financial entanglements were 
administered, on the technical side, with a good deal of competence, 
and that such financiers as the elder Morgan believed profoundly 
in the beneficence of their own dictatorship. 
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Nevertheless, the general conclusion is powerfully adverse. 
The corporation, which professes to be a method of ‘ demo- 
cratising ’”’ investment, has entirely failed to accompany the 
diffusion of stock ownership with the diffusion of any sort of 
control. On the contrary, it has tended continually to a greater 
concentration of control, both by the device of discriminating 
between the voting rights of different types of stocks and shares 
and by the still subtler method of “‘ pyramiding ” corporations, 
so that the effective control exerted by a given amount of capital 
ownership can become almost indefinitely multiplied. More- 
over, Mr. Allen shows how this system accentuates stock market 
speculation, and to how great an extent the leading capitalists 
have been guilty, usually on the right side of the law, of gambling 
in the stocks of their own corporations. 

It is not a pretty story; and it is one which, if parallel con- 
ditions existed on this side of the Atlantic, the British law of 
libel would make it quite impossible to tell. Many of Mr. Allen’s 
facts are drawn from various Congressional inquiries; but he 
freely relates events which it would be libellous, in this country, 
so much as to hint at. This is partly because the American law 
has always been far more hostile than ours to price-fixing com- 
binations and monopolies, though it has been singularly un- 
successful in suppressing them. But it is also because of a 
difference of attitude and tradition between the two countries in 
the matter of public criticism. At all events, the comparative 
immunity which United States law extends to critics who are 
right about their facts enables Mr. Allen to write a book to which 
no real counterpart would be possible in Great Britain. 

Taken for what it is—a popular account of the rake’s progress 
of American banking and corporation finance in the years before 
1929—Mr. Allen’s book must be pronounced a success. It is 
readable, without being vulgar; and it combines a popular style 
with reasonable carefulness to get the facts accurately stated. 
Anyone who wants to follow, in broad outline, the career of 
Samuel Insull in the sphere of public utilities, of the Van Sweringen 
brothers as promoters of railroad amalgamations, of J. P. Morgan 
and Co., or the National City Bank in the sphere of high finance, 
can hardly do better than begin with this volume by way of 
introduction. It will hardly do more than whet his appetite 
for fuller and more exact information; but such popular appetisers 
have their uses, and are not to be despised. G. D. H. CoLz 


University College, 
Oxford. 
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Principles and Problems of Federal Finance. By B. P. ADARKAR. 
(London: P. S. King & Son. 1933. Pp. xviii + 301. 
12s. 6d.) 


Tuts book calls upon a knowledge of Constitutional Law, 
Public Administration and Economics. Professor Adarkar handles 
all three aspects of his subject admirably, with special emphasis 
upon the last. Part I is devoted to generalisations regarding 
comparative practice in the division of powers and responsibility 
in fiscal matters amongst the governmental units in States 
organised on a federal basis. Part II supports these generalisa- 
tions by specific example from the histories of the major Federa- 
tions severally. Part III opens with a search for relevant 
principles of public finance, and proceeds to their application to 
the more important aspects of fiscal relations between Federal, 
State and, to some extent, Local governments. The argument 
is stimulating in the best sense in that it provokes questions and 
objections as one reads, the greater number of which are accept- 
ably answered as one reads on. A useful bibliography of sources 
widely scattered in origin is appended. 

There must always be an element of the impossible in 
attempting to bring so broad a range of material within such 
narrow compass, but Professor Adarkar has been skilful in selecting 
essentials. Thus the chief features of the American chaotic 
system (if the contradiction in terms be permitted) appear clearly 
and illuminate recent events in that country, notably the Supreme 
Court decision as to the “ processing ’’ taxes and such measures 
as the newly effective Social Security Act, which involves the 
as yet unsettled question of the Constitutional right of the Federal 
Government to make grants-in-aid to the States for pension 
schemes. At the opposite extreme from the intransigent 
insistence upon States’ Rights in America is the position in Ger- 
many, where post-war changes have created a system of inter- 
governmental fiscal relations which is a model of reason. But 
as a solution to the problems that confront a Federal society it is 
like Miss Bingley’s suggestion of conversation instead of dancing 
at the proposed ball at Netherfield Hall, ‘‘ much more rational . . . 
but not near so much like a ball.’’ Professor Adarkar’s account 
of the fiscal aspects of the progressive Constitutional reforms in 
India, which closes Part II, is masterly in its dispassionate 
conciseness. 

When he reaches the high ground of principles Professor 


Adarkar at times does less than justice to his authorities. For 
No. 181.—voL, XLv1. I 
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instance, he writes (p. 198): “In the special field of taxation, 
as authorities like Edgeworth and Pigou have proved, the principle 
of maximum social advantage leads to the principle of least 
aggregate sacrifice.” He holds this method of approach to be 
“ legitimate so far as it goes,”’ but to be “‘ apt to isolate ’ questions 
of revenue from those of expenditure unduly. Surely Edgeworth 
explicitly stated that the first of the above principles did not 
reduce to the second without reference to particular assumptions 
as to the character of expenditure.1 Professor Pigou, likewise, 
although he deals first “solely with the problem of raising 
revenue, not with the wider problem of raising and spending it,” * 
at every relevant place thereafter shows how the dictates of 
his chosen principle of taxation are modified according to the 
categories into which public expenditure falls.2 I know of no 
authorities who maintain that a single ideal scheme of taxation 
can be determined ‘“‘ whatever be the manner in which the 
revenue is expended,” as Professor Adarkar alleges “is often 
said.” But Professor Adarkar’s own views on this point are both 
sound and constructive. He fully recognises the growing duty 
of the modern State to regulate, and by its own operations to 
balance, the relative rates of social consumption and social in- 
vestment. (His patent debt to Mr. Keynes is acknowledged 
in his Preface.) What may be the practicable scope of the im- 
plied transferences by the State in order to reduce inequalities 
of income and the practicable extent of the implied ability of 
the State to compensate—or more than compensate—by its own 
capital-building activities the inroads such transferences tend 
to make upon national productive capacity are, as general ques- 
tions, left sufficiently vague for the principles of State intervention 
as formulated by him to remain comfortably uncontroversial. 

In applying these principles, however, to the specific question 
of the province of Federal governments vis-a-vis the constituent 
State governments, Professor Adarkar takes a discriminatingly 
conservative view, even though it carries him less far than one 
suspects his heart would desire. He brings out clearly how the 
bases of direct taxes have been so widened by the force of economic 

1 In his own elegant language: ‘‘ The greatest happiness principle, that 
the total net utility procured by taxation should be a maximum, reduces to the 
condition that the total disutility should be a minimum, not simpliciter, but 
secudum quid, with reference to the primary problem, namely, to determine 
the distribution of those taxes which are applied to common purposes.” The 
case of taxes not so applied follows. Papers relating to Political Economy, pp. 
238 ff., also pp. 103 ff. and pp. 152 ff. 

2 Study in Public Finance, 1927, p. 57. (Italics Professor Pigou’s.) 

3 Ibid., pp. 81 f., footnote, and Chap. VIII, for example. 
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circumstance that Federal Government co-ordination of their 
levy is essential for good tax administration; moreover, that 
these taxes have necessarily become so important an element 
in any system of revenue of the size now generally required that a 
Federal Government cannot afford not to participate in their 
yield to support its admitted national functions. But it does 
not follow that the States are still not best left with a very great 
degree of independence as regards the scale of their own activities 
and with a corresponding degree of financial responsibility and 
control. The Federal Government may properly intervene to 
promote relative welfare and the relative development of in- 
dustrial potentialities with a view to establishing general minimum 
standards throughout the nation. But it must act with cir- 
cumspection, lest the national resources be unduly diverted 
into “uneconomic” channels. Chapters XII—XV, in which Pro- 
fessor Adarkar examines the various ways in which these ends 
may reasonably be accomplished, are perhaps the best7in the book. 
As Sir Cecil Kisch says in his Foreword (p. xv): “ Those 
engaged in administrative work or in the study and teaching of 
economics will be grateful to Professor Adarkar for filling with 
conspicuous success a distinct gap in the literature of public 
finance.” M. Tappan HOLionp. 


Girton College, 
Cambridge. 


EKinfihrung in die Mathematische Statistik. By O. N. ANDERSON. 
(Vienna: Julius Springer. 1935. Pp. 314.) 

Ir is some years since Professor R. A. Fisher described, in 
his Statistical Methods for Research Workers, some of the methods 
of modern mathematical statistics, particularly in relation to 
problems of estimation from samples, and illustrated their appli- 
cation to statistical data. Very wisely, Fisher made no attempt 
to provide a formal mathematical development, but it is un- 
doubtedly true that many research workers who use Fisher’s 
book have found that, without a more intimate mathematical 
knowledge of the methods and their derivation, they cannot be 
certain of the correctness of the applications to their own problems. 
The necessary knowledge, however, is only to be found in a mass 
of original papers so complicated and diverse as to be in- 
comprehensible except to the expert. An introductory guide 
to the mathematics of modern statistics is urgently needed, and 
the present work by Professor Anderson can claim to meet 


the demand. 
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The task Anderson has set himself is one of appalling difficulty. 
But, as a disciple of Tschuprow and an admirer of Fisher and the 
contemporary English statisticians, his qualifications are of the 
highest order, and it can be said that he has accomplished his 
task with considerable success. Anderson, it is true, does not 
take us very far, but at least we have now a uniform and well- 
documented introductory account of the mathematical theory of 
sampling to use in support of Fisher’s Statistical Methods. 

Anderson’s treatment, it should be noticed, makes use only 
of algebraic methods and avoids all reference to the differential 
and integral calculus. As a consequence of this, if for no other 
reason, he starts with the general case of samples from a finite 
population, and his results appear in their most complex form. 
The essentially simpler problem of sampling from an infinite 
population is discussed only briefly and as a special case. It is 
only in this simpler case that the concept of a continuous fre- 
quency distribution becomes appropriate and the methods of the 
calculus essential. Anderson’s plan is, however, of doubtful 
convenience. If we accept Fisher’s contention that all samples, 
large or small, can be considered as derived from a hypothetical 
infinite population, it is clearly preferable to give pride of place to 
a discussion of continuous distributions (e.g. the familiar normal 
and Pearsonian distributions) both of variables in the population 
and of such characteristics as the sample mean or variance in 
repeated sampling. Further, in this country at least, students 
would almost certainly find the calculus required for the analysis 
of continuous variation more easy to follow than Anderson’s 
complicated algebra. The rejection of the calculus, again, 
necessitates a treatment of the inverse sampling problem (the 
estimation of population parameters from a sample) by means of 
Markofi’s inequalities, and we are deprived of a full treatment of 
Fisher’s method of Maximum Likelihood. : 

It is inevitable that minor inaccuracies should appear in a 
book of this kind. Anderson’s references, for example, to the 
use of quartiles in estimating dispersion and skewness are brief 
and confusing. He quotes (p. 164) Professor Bowley’s formula 
Ms — % as a measure of skewness. ‘This is incorrect; it is, of 
Qs; = Q; 
course, a measure of relative dispersion and skewness is indicated 
by the formula ‘on it 3. In these formule, 
M is the median and Q, and Q, the quartiles of the distribution. 

R. G. D. ALLEN 


London School of Economics. 
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Industrial Profits in the United States. By Ratpn C. Erste. 
(National Bureau of Economic Research, No. 26. 1935. 
Pp. xi + 678. $5-00.) 

THE number of man-hours that must have gone into the 
making of this book will have done much to establish that ‘ull 
employment of workers in statistics which cannot be far from 
achievement in the United States to-day. Profits over the 
period 1919-28 (or 1931) in American manufacture, trade, 
finance and mining are examined chiefly by means of data 
relating to the “net income ”’ and “ capitalisation’ (a) of some 
3,000 of the larger corporations, constant in identity, and covering 
in 1926 approximately one-third of the total corporate investment 
in the named branches of industry in the country, and (b) of 
some 3,000 of the smaller corporations, varying somewhat in num- 
ber and identity from year to year, limited each year (unlike the 
larger corporations) to those showing a net income, and including 
only those engaged in manufacture and trade. Enormous care 
has been taken with the technical aspects of the investigation, 
which are set out in full in Book IV and Appendix A. The 
result is a survey during notable years of the net earnings, relative 
to the current balance-sheet liability to stock-holders, of sub- 
stantial sections of American enterprise, in the aggregate and 
classified in a number of recognised ways; for example, by in- 
dustries and groups of industries, by size of firms, and with 
reference to characteristic trends and cyclical fluctuations. It 
is a survey that makes an important contribution to our scant 
knowledge of the facts regarding profits. 

The volume, however, contains further matter. At frequent 
points in the descriptive text of Books I-III and in the concluding 
chapter (47) of Book IV the facts as set out are used as a basis for 
theoretical inferences. Solid ground disappears and the footing 
turns slippery; witness the following outstanding instance. 
Professor Epstein seeks to show that his evidence goes far to 
confute the familiar thesis that under competition profits in the 
long run tend to equality in different industries, compensation 
apart for any inherent differences in degree of entrepreneurial 
risk. Marshallians may well rub their eyes to find the “long 
run ”’ identified (p. 581) with a decade which was one of continuous 
innovation both in methods of production and in business organi- 
sation. And any reader may well rub his eyes to find the qualifi- 
cation relating to compensation for risk (whatever its merits) 
dismissed from the thesis to be tested by the simple device, in 
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effect, of defining risk as equal chances of extraordinary gains 
and losses. Rather naturally the qualification becomes otiose. 
But consider a major piece of the new evidence, itself, as used in 
this connection (Chap. VII). It seems that of the 73 industries 
into which the 2,046 larger manufacturing corporations are 
classified, those showing higher rates of aggregate earnings on 
the part of the sample corporations and those similarly showing 
lower rates were in general the same during the earlier and the 
later parts of the period respectively. Fifteen of these industries 
(A) showed rising rates from a combined average of between 
5 per cent. and 6 per cent. to one of about 10 per cent.; a further 
twenty-eight industries (B) showed falling rates, from a com- 
bined average of over 15 per cent. to one of about 9 per cent. ; 
and a final thirty industries (C) showed no specific trends in rates, 
the combined average fluctuating narrowly to either side of about 
12 per cent. The ordinary economist might be struck by the 
extent of this apparent support of the Marshallian thesis.1 Not 
so Professor Epstein; for clearly, as he insists, equality was not 
reached. 

A supplementary analysis of aggregate “ capitalisation ”’ 
and “sales” for the sample corporations belonging to these 
three groups of industries further illustrates ‘“‘the failure of 
competition to function, as is often assumed, in directing the 
flow of resources between industries and groups ” (p. 174). But 
does it? The increases in “ capitalisation,” about 23 per cent. 
(p. 166), 32 per cent. (p. 174) and 30 per cent. (chart, p. 171), for 
the sample corporations of A, B and C industries respectively 
between 1923 and 1928, are treated by Professor Epstein as 
reflecting ‘expansion of productive facilities,” ? and he argues 
that expansion in B (and C 2?) industries would better have been 
directed to augmenting the expansion in A industries. Obviously 
the capitalisation figures raise questions of valuation both of old 
and of new investment, and of possible differences in policy by 
corporations with high and with low net earnings ratios respec- 
tively early in the period as regards not only the technical con- 


‘ 


1 The results have, of course, no bearing upon the Marshallian thesis unless 
one may reasonably presume that these larger continuing corporations approxi- 
mate in character to firms which would “in the long run ”’ qualify as ‘‘ repre- 
sentative ” and ‘“‘ model ” for the particular industries, or at least that they are 
of this character in sufficient proportion to dominate the combined figures of 
earnings. 

2 Professor Epstein nowhere defines what he means by ‘‘ productive facilities,” 
or by “‘ productive capacity,” or by “‘ equipment,” all three of which terms he 
appears to use interchangeably to signify quantities of durable instrumental goods 
amenable in some way to a common physical denominator. 
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struction of their balance sheets,! but also such matters as changes 
in the extent of their dependence on the banks for working 
capital. But suppose Professor Epstein to be justified in using 
“ capitalisation ’’ as an index to available “ equipment.’’ One 
would like to ask him how far he thinks the apparent tendency 
to increasing private net product from investment and reinvest- 
ment in A industries would have been likely to operate in bringing 
the average net income of the sample corporations beyond the 
10 per cent. to which it rose, given the decline to an average 
of 9 per cent. that accompanied expansion in B industries and 
given an average figure of 8-7 per cent. in 1928 for all manu- 
facturing corporations reporting to the Bureau of Internal Revenue 
which he cites (p. 54). 

Nor are Professor Epstein’s inferences in this connection 
from evidence of the course of “sales” convincing. The fact 
that the total value of sales of the sample corporations in B 
industries declined 10 per cent. between 1923 and 1928 2 (p. 174) 
concurrently with the rise in their capitalisation (sylleptically 
‘equipment ’’), is used as evidence of redundant productive 
capacity by means of an assumption that large changes in com- 
bined sales indicate approximately equal changes in the physical 
volume of goods, “since over the period 1923-28 commodity 
prices were on the whole quite stable’ (footnote, p. 174). To 
make such an assumption even for substantial groups of industries 
without specific tests seems more than rash in view of the known 
instability of relative prices;? to ignore price changes in the 
case of particular industries such as Portland Cement (pp. 178-9), 
in which prices notoriously fell, seems almost incredible. Sup- 
pose changes in prices, and in unit costs—vitally important, 
but nowhere mentioned by Professor Epstein—are taken into 
consideration. Clearly that the sample corporations of B in- 
dustries showed a decline or moderate percentage increase in 
gross income from sales, a greater percentage increase in capitalisa- 


? 


1 Professor Epstein’s ingenious discussion (Chap. 45) of the meaning, uni- 
formity, consistency over the period, and chances of compensation for diver- 
gencies in the figures of capitalisation, judged by small illustrative tests, does not 
meet the case of a critical comparison such as the one in question. 

2 The chart, incidentally, shows in each of the years 1923-28 figures for aggre- 
gate sales at least 20 per cent. above the figure for 1922, so that the decline of 
10 per cent. in 1928 as compared with 1923, the peak year, hardly seems the sole 
significant point to select for purposes of generalisation. 

3 F. C. Mills, Economic Tendencies in the United States, Chart, p. 383. The 
price trends, 1923-29, in some sixty manufacturing industries ranged from 
—8 per cent. to +4 per cent. per year. 

4 Ibid., Table, p. 382. Decline, 1923-29, in index-number of prices of cement, 
21-8 per cent. 
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tion, and a fall from a level high as compared with other manu- 
facturing industries in the ratio of net income to capitalisation 
(absolute net income increased in a large proportion of the indus- 
tries in question), gives no evidence of an unexpanding market 
and excess productive capacity relative to the volume of goods 
sold. These concurrent phenomena might simply reflect the 
elimination of early windfall gains from innovation by the familiar 
process of competitive reaching out to tap lower levels of demand 
with consequent modifications in prices and unit costs such that 
net earnings ratios were brought nearer to some central value(s) 
for industry in general. They might thus be entirely compatible 
with progress towards the distribution of investment which, in the 
absence of further innovation, long-run competitive equilibrium 
would call for in the given conditions. The process might have 
gone too far, and probably did, in particular cases. But no 
such quantitative conclusion is warranted on the basis of the 
tendencies noted. Suppose, however, that it were true for 
the sample corporations in a particular industry that the per- 
centage growth in their equipment exceeded the percentage 
growth in the volume of their sales in the given years. It is a 
bold inference from a simple fact of this kind that it creates a 
presumption (pp. 175, 584) of excess capacity for the industry as 
a whole from the social, if not necessarily from the private point 
of view—especially having regard to the general increase in the 
technical optimum ratio of capital resources to labour in manu- 
facture during the period. 

This volume is of considerable moment as a statistical record. 
The interpretation placed upon the findings of fact, however, 
may at almost every point reasonably be challenged. 

M. Tappan HoLLonp 
Girton College, 
Cambridge. 


Controlling Depressions. By Paut H. Doveras. (Allen & 
Unwin. 1935. Pp. 286. 10s. 6d.) 

100% Money. By Irvine Fisuer. (Allen & Unwin. 1935. 
Pp. xx. + 212. 10s.) 


PRoFEssoR DouGias approaches his examination of business 
depressions by discussing the forces which intensify the decline 
in activity once that has started. This leads him to a more direct 
examination of practical policy, but he is not prevented from 
discussing the underlying causes of depressions in general. Clearly, 
however, he is more concerned with the most recent American 
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slump and with the various aspects of the recovery programme. 
The principal causes of that depression are given as the failure 
to reduce prices in keeping with cost-reductions and the re- 
investment of the undue profits which were accumulated; and 
the failure to increase wages, salaries and farm incomes in keeping 
with the increased output of the mass production industries, with 
the result that ultimately-the prices of these products were 
compelled to slump. These two considerations, he argues, do 
not contradict one another. If prices had fallen gradually in 
the first instance the later price collapse would not have occurred. 

The author’s recovery policy gives an important place to 
public works. But he also argues in favour of increased flexi- 
bility in the structure of prices by the restoration as far as possible 
of competitive conditions, and, where that cannot be effected, 
he gives his support to the socialisation of monopoly. Unemploy- 
ment insurance is advocated “so managed that there would be 
an attendant transfer of purchasing power from periods of pros- 
perity to those of depression ”’ (p. 279). With regard to monetary 
policy, the object should be to facilitate re-employment and to 
secure a rough stabilisation of the price level. At the same 
time, he lends support to the proposal that the manufacture of 
bank credit should be socialised without involving the nationalisa- 
tion of the banking system. The ordinary banks should remain 
as retailers of credit. In general, he approves of what has come 
to be called the Chicago Plan for ensuring that demand deposits 
should always have a cash backing of 100 per cent. 

It is this proposal which forms the subject of Professor Fisher’s 
most recent volume. Starting from the inherent instability of 
credit under the proportionate reserve system, the object of the 
proposal is to return in effect to the original practice of the gold- 
smith bankers. More specifically, the Government, acting 
through a Currency Commission, would turn into cash a sufficient 
quantity of the assets of each commercial bank to bring its cash 
reserve up to 100 per cent. of its demand deposits. Subsequently, 
banks would be required to maintain this full reserve so that 
‘the demand deposits would literally be deposits, consisting of 
cash held in trust for the depositors ” (p. 9). This, it is claimed, 
would prevent runs, and therefore bank failures, and at the same 
time would reduce the public debt, since the bulk of the banking 
assets acquired by the Commission would be Government bonds. 
Moreover, this new mechanism could be adapted to whatever 
general monetary policy might be desired, whether that should 
involve neutral money, price stabilisation, or reflation. 
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Whatever general merit may be claimed for the proposal, 
there are certain difficulties which are not examined by either 
Professor Douglas or Professor Fisher. The latter claims that at 
present the proposed arrangement could be effected by selling 
10 billion dollars of Government bonds to the Commission in 
exchange for cash. In July 1935, however, taking member 
banks alone, the difference between demand deposits and reserve 
balances was approximately 16 billions, while their holdings of 
direct Government obligations was approximately 10 billions. 
In short, this proposal would involve the acquisition by the 
Commission of many securities of the non-gilt-edged variety. 
Moreover, if the best security assets were to be acquired in respect 
of demand deposits, only the poorest would be left to the banks 
in respect of time deposits. It is difficult to resist the conclusion 
that the repercussions on the banking system would be serious. 
Professor Fisher writes with a simplicity which has much to 
commend it to the reader. It is perhaps unfortunate that in his 
discussion of possible objections to his proposal he should leave so 
many points unexamined. 


D. T. Jack 
Armstrong College, 
Newcastle-on-T' yne. 


Bankers, Statesmen and Economists. By Pauut Ernzia_ (Mac- 
millan. 1935. Pp. 252. 8s. 6d.) 


Books on monetary topics are popular at the present time. 
Many of them appear to owe their popularity to the deep-seated 
human love of mystification. The self-appointed monetary 
expert presents himself to a gaping audience as a necromancer, 
conjuring with unintelligible formule. His movements, glimpsed 
through a haze of incense smoke, escape exact observation, but 
impress the ignorant spectator by their air of mystery and 
grandeur. Mr. Kinzig is not a writer of this class. His style is 
limpid, his ideas are common-sensical, his conclusions definite 
and clear. If he panders to popular tastes at all, it is by way of 
a certain over-emphatic dramatisation of events. The strong 
white light he casts upon his characters causes them to throw 
shadows blacker than would appear by common day. But this 
is a fault altogether on the right side. We know exactly where 
we are with him, and allowances are easily made. 

The articles in this volume give cogent arguments against a 
policy of immediate stabilisation between sterling and gold, a 
spirited attack upon the policy of “consistent deflation,” and 
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slight, but often illuminating, sketches of the characters and 
policies of bankers, politicians and dictators at the present day. 
The following quotations will serve to illustrate Mr. Einzig’s 
point of view as well as his lively turn of phrase: ‘‘ To argue 
against a trade revival by means of cheap money after six years 
of severe depression is like discussing the danger of icebergs with 
inhabitants of the Sahara.” (p.17). “If the volume of home 
trade is to-day considerably higher than in 1929, while that of 
foreign trade is a mere fraction of its pre-crisis figure, then, in 
the opinion of those who think like Mr. Norman, something 
must be wrong with home trade” (p.42). “The ‘ Indian 
Reservations’ of Universities where the surviving specimens 
of the dying race of nineteenth-century economists are kept 
artificially alive, carefully guarded against any breath of reality ”’ 
(p. 147). 

In the final article Mr. Einzig diffidently advances as his own 
suggestion of “‘The Way Out” a plan which has great merits 
and no obvious flaw. The surplus obtained by re-valuing the 
gold held by the Bank of England and the Exchange Equalisation 
Account should be used to acquire and hold stocks of staple com- 
modities from the raw-material-producing debtor nations, the 
purchase price being used by them to discharge debts which they 
are at present prevented from meeting by transfer difficulties. 
‘“‘ The proposal in question would bring the end of the depression 
nearer by reducing the surplus stocks of staple commodities 
and by raising their price; by reducing the volume of frozen 
debts affected by international transfer difficulties; by bringing 
nearer the moment when Great Britain would be in a position 
to stabilise sterling without taking undue risks. From a purely 
British point of view, the proposed scheme has the additional 
advantage of reducing the dependence of this country on foreign 
supplies of staple products; of placing in the hands of the British 
Government a powerful bargaining counter in international 
trade negotiations; and of facilitating the task of the British 
monetary authorities in maintaining the stability of sterling 
against adverse pressure without having to resort to higher 
bank rate.” Mr. Einzig estimates that £100 million would be 
obtained by re-valuation, but if the advantages which he claims 
for the scheme were once acknowledged there is no reason why 
it should be confined to the windfall profit made available by this 
device. 


JOAN ROBINSON 
Cambridge. 
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Enquiry into Clearing Agreements. (League of Nations: C.153. 

M.83. 1935 II B. Geneva. 1935. Pp. 154. 4s.) 

The Exchange Clearing System. By Pavut Ernzie. (London: 
Macmillan. 1935. Pp. xii + 220. 8s. 6d.) 

THESE two publications are mutually complementary : for, 
whereas the League Committee considers that “‘the system of 
exchange clearing can only be regarded as an expedient or make- 
shift involving a number of drawbacks, and that it should be 
abolished as soon as possible,’ Dr. Einzig is an enthusiastic 
champion of it, believing not only that it has done much good 
during the present depression, but also that it ought to be 
adopted as a permanent basis for commercial and financial 
intercourse. 

The League publication consists of a report with reeommenda- 
tions, and two annexes, of which one analyses the growth, structure, 
and working of the existing agreements, and the other is a 
summary of the replies of certain governments to a questionnaire 
on these subjects. The Report admits that, given the pre- 
existing restrictions upon transfers of currency, the clearing 
system may have made possible a greater amount of trade than 
would otherwise have been maintained; but it stresses as the 
main disadvantages of the system the diversion of trade which is 
produced by the attempt to balance payments between pairs of 
countries instead of internationally, and the consequent decline 
of triangular trade. It points out, too, that where, as is often 
the case, the rate of exchange fixed for the clearing transactions 
is above the market rate for the country whose currency was 
initially weak, the system causes further disequilibrium by 
stimulating imports and checking exports from that country; 
and this result leads in its turn to further restrictions upon trade. 
It concludes that little improvement can come from the extension 
of bilateral into trilateral or multilateral clearing agreements, 
because, each agreement being sui generis, the difficulty of 
negotiating extensions is very great. 

Dr. Einzig attacks these conclusions on the general grounds 
that they are inspired by an out-of-date laissez-faire philosophy 
(he uses this phrase thirty-six times in the course of his book), 
and that they neglect the possibilities of using exchange clearing 
as a basis for “ planned ” international trade and as a solvent 
for the extreme restrictionism which he apparently believes to 
be otherwise inevitable. He welcomes a considerable sub- 
stitution of bilateral for multilateral trade, arguing that, being 
less complicated, it is less subject to sudden disturbances; and 
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he states that clearing agreements give an incentive to creditor 
countries to expand their imports as the only means of getting 
payment for their exports. Finally, he thinks that the system 
could be easily extended by systematic liquidation of bilateral 
clearing balances by bargaining through the intermediary of an 
international clearing organisation. But to the question how a 
universal clearing would, be an improvement on the normal 
method of automatic liquidation through the foreign exchange 
market, he has only the dubious answer that it would eliminate 
the “‘ immoral ”’ activities of the speculator. 
R. F. BRETHERTON 
Wadham College, 
Oxford. 


Germany's Foreign Indebtedness. By C. R.S. Harris. (Oxford : 
University Press. 1935. Pp. vi + 124. 5s.) 

Tue Institute of International Affairs has once, again placed 
economists in its debt by the publication of this short monograph 
on Germany’s foreign indebtedness, for the compilation of which 
Mr. C. R. 8. Harris assumes primary responsibility. Beginning 
with the situation at the end of the War, the conclusion is reached 
that the inflation of 1922 and 1923, rather than reparations as 
such, was the primary cause of the growth of foreign indebtedness. 
The consequences of the crisis of 1931 are then reviewed, the 
precise significance of the Standstill Agreements explained and 
Germany’s economic policy in the period 1931-4 examined 
in detail. The progress of default is recounted along with the 
clearing agreements, compensation agreements and the ‘‘ New 
Plan” of September 1934, under which imports are not per- 
mitted unless foreign exchange permits to pay for them have 
previously been obtained. In a final chapter consideration is 
given to what prospects there are of Germany’s being able to 
resume the service of her debt, and also to what extent Germany 
acted in good faith during the period since 1920. 

Granting that good faith can be assumed henceforth, what- 
ever may have been the case in the immediate past, the outlook 
for the resumption of debt service need not be wholly dark. But 
the only way in which this can be accomplished is by the accumu- 
lation of an export surplus. This is rendered exceedingly difficult 
by the efforts of the Government to maintain the gold parity of 
the mark and at the same time pursue a programme of internal 
expansion, a policy which cannot lead to the accumulation of 
sufficient foreign exchange unless gold prices rise very considerably. 
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As a matter of fact, for over two years now the German price 
level has been moving in a contrary direction to those of the other 
gold-standard countries. This is the chief reason why Germany’s 
trade balance has become negative and why her competition 
in external markets is not at present felt to be very serious. With 
the progressive decline of her foreign trade the power of her 
creditors to enforce payment diminishes. As long, therefore, as 
her present economic policy is pursued, the outlook for her 
creditors is gloomy, but events may soon compel a change. On 
the question of good faith it may be remarked that, on this 
account, Germany is not the only sinner. In the modern world 
this virtue is everywhere seriously discounted. 
J. G. Smiru 
University of Birmingham. 


Money and the Economic System. By E. M. Bernstetn. (Chapel 
Hill : University of North Carolina Press. 1935. Pp. xi + 
516. $3.) 

The Science of Prices. By J. A. Topp. (Oxford: University 
Press. 1935. Pp. xii + 264. 6s.) 

The Price Level. By K. E. Epcewortu. (London: Allen and 
Unwin. 1935. Pp. 166. 4s. 6d.) 


Bots to the general reader who really wants to know something 
about the subject and is not afraid of difficulties, and as a text- 
book for students at the beginning of an Honours course in 
Economics, Professor Bernstein’s book has a great deal to recom- 
mend it. Its character is purely expository : its scope is almost 
unique. Descriptive and historical, Part I is best described as 
Money and the Mechanism of Exchange brought up to date. 
America gets the lion’s share of these chapters, but there is no 
harm in that. Part II deals with index-numbers; the treatment 
is sound without being over-subtle, and there are plenty of 
arithmetical illustrations to help the reader out. Part III 
contains much the most satisfactory discussion which has yet 
appeared, on the text-book or indeed any other plane, of the 
various approaches to the chief problems of monetary theory. 
Wicksell, Cassel, Laughlin, Fisher, Pigou, Robertson, Keynes, 
Hawtrey and Hayek all receive appropriate elucidation and 
criticism. Part IV deals with banking problems and contains ¥ 
a chapter on the trade cycle (this last might have been expanded). 
In discussing alternative aims for monetary policy and the tech- 
nique of management (Part V), Professor Bernstein seems to 
flag; the treatment becomes a trifle superficial; and some will 














1936] BERNSTEIN: MONEY AND THE ECONOMIC SYSTEM 127 


think that the gold standard is dismissed too airily. But by 
its first 400 pages the book fills an important gap: in most 
respects it is just the text-book so many of us have been looking 
for. Sensible, reliable, readable, it contains few serious blemishes. 
The worst is on page 273, where the real rate of interest (Fisher’s 
sense) wrongly appears as the quantity which measures the 
profits of entrepreneurs. This should be altered on reprinting. 
Also the index-number calculation on page 149 is essentially the 
same as that on page 146, though the text mistakenly suggests 
that this is not so. The glossary, index, and above all the 
bibliography, are excellent. 

Mr. Todd’s well-known text-book, first published in 1925, 
now appears in its fourth revised impression. It is much that 
Mr. Todd should be so good a Marshallian, but in places his 
treatment will be thought old-fashioned. His chapter on Land 
gives an altogether exaggerated idea of the admittedly important 
differences between that factor and the others, while in discussing 
Distribution he hardly lays sufficient emphasis on relative factor 
scarcity. The Appendix contains a coilection of statistics, now 
brought up to date, which is extremely well chosen from the point 
of view of the first-year student. The volume is hardly up to the 
usual standard of Oxford book production. 

The Price Level is less convincing than the author’s earlier 
essay on T'he T'rade Balance. He argues that national monetary 
autonomy is preferable to a gold standard, and many will agree 
with him. He “ accepts the view that fluctuations in the activity 
of trade should be reduced as far as possible,’ but seems unaware 
of all that can be said against the view that “ the stabilisation of 
prices is a policy which would contribute to the attainment of 
this ideal ”’ (p. 54). He does not think that the recent experience 
of the United States is important. Nor does he see that, if stable 
prices are preferred on grounds of social justice to prices which 
fall as productivity increases, a very heavy sacrifice of stability 
may be necessary—so heavy perhaps that social justice may be 
further off than ever. The book contains some odd ideas about 
the rate of interest, and though he rejects credit policy in favour 
of wages policy as an instrument of control, the author must not 
thereby be classed with the many followers of Mr. J. A. Hobson; 
for the alleged effect of wage control is via entrepreneurs’ costs, 


and not via purchasing power. 
HAROLD BARGER 


University College, 
London. 
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The Banking Systems of Great Britain, France, Germany and the 
United States of America. By KenneTH MACKENZIE. (Mac- 
millan. 2nd Edtn., 1935. Pp. xxi-+ 269. 3s. 6d.) 


Studies in Practical Banking. By R. W. Jones. (Pitman. 
1935. Pp. xxvii + 333. 7s. 6d.) 

The Bills of Exchange Act, 1882. By Maurice Mrecrau. (Pit- 
man. 2nd Edtn., 1935. Pp. xx + 223. 6s.) 


Mr. Mackenzig’s book on the banking systems of this and 
other countries is evidently designed for banking students who 
require only very superficial knowledge of the banking systems 
of various countries. In a book of such small compass it is easy 
to repress one’s sense of proportion, and Mr. Mackenzie has certainly 
fallen a prey to this besetting sin. In particular it seems doubtful 
whether the historical outlines given in the various sections were 
worth including. They cannot be detailed enough to be inter- 
esting, while the compression which is inevitable is apt to lead 
to misconceptions, no matter how well the work has been done. 
When allowance has been made for space so occupied, the dis- 
cussion of the present position is bound to be extremely super- 
ficial: the author’s overworking of the adjective “‘ sound ” is 
indication enough. If such a book is to be useful, it must be 
absolutely accurate in its statement of fact. Mistakes about the 
Bank of England’s constitution and its business, in the first 
dozen pages, do not make a very good beginning. After that the 
standard is reasonably high. 

Studies in Practical Banking, by Mr. R. W. Jones, is a book 
primarily for banking students. It is concerned almost ex- 
clusively with the legal relations between banker and customer. 
The second and third chapters, about security for advances to 
customers, show incidentally how English banking opinion has 
moved with American as a result of the experiences of the last 
decade. Bankers appear now to take a view of collateral security 
which is more in accordance with economists’ views about 
liquidity. Readily marketable security and the nineteenth- 
century bankers’ ideal of “ self-liquidating security ” have lost 
their old attractions, and have become merely important in- 
dications, to be considered along with others, of the customer’s 
capacity to repay. Hence the bankers’ increased willingness 
to lend on security such as real estate or insurance policies, either 
of which would have horrified Gilbart. These points are not 
made explicitly ; but they may be deduced from Mr. Jones’ advice 
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to bankers. Mr. Bernard Campion contributes a Foreword 
which gives a lawyer’s blessing to the volume. 

The Bills of Exchange Act, 1882, with brief notes on analogous 
instruments and the stamp laws, is written by the new Secretary 
of the Institute of Bankers. It “is not an exhaustive treatise 
on bills of exchange, but a brief explanation of the law which 


governs them.” 
R. 8. SAYERS 
Pembroke College, 
Oxford. 


Machines and Purchasing Power. is K. F. Nasu. (London : 
Routledge. 1935. Pp. vii + 229.  6s.). 

Out of bitter experience of endless disputes with the disciples 
ot Major Douglas when staff tutor of the W.E.A., Mr. Nash 
has provided more orthodox economists with a fine armoury of 
argument. In three chapters the Douglas case is set out, and 
carefully dissected. All its logical defects, its confusions and 
self-contradictions are exhibited and the points where it is incon- 
sistent with the commonly accepted facts of economic life are 
shown. The criticism is rigidly orthodox and logical; only one 
concession is made to Major Douglas. Mr. Nash allows that an 
increase of capital may require an increase in the volume of 
money if a reduction of prices and incomes is to be avoided 
(p. 46). 

Mr. Nash has attained as well considerable skill in exegesis, 
and the reviewer, for one, found Mr. Nash’s account of the Douglas 
scheme far more comprehensible than the Major’s own. 

In a succeeding chapter Mr. Nash attempts to provide a 
quantitative refutation of the Douglas position. He uses figures 
of horse-power used per operative, and output per head, together 
with the employment statistics, to show that machines have not 
led to any general replacement of labour, and that technological 
change, at the worst, is only one of the causes of unemployment. 
Finally, to clinch his argument, Mr. Nash provides an alternative 
explanation of cyclical and (since 1920) secular unemployment, 
along the lines made familiar by Mr. Keynes. 

There is an excellent introductory chapter on the working 
of the banking system ; and for good measure, chapters have been 
added dealing with some other heretics, the Technocrats, Mr. 
Fred Henderson, Professor Soddy and Mr. McNair Wilson. 
Mr. Nash deals with the “energy” theory of value in classical 


fashion, and scotches the view, common to many engineers (as 
No. 181.—von, XLVI. K 
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well as to some others), that, but for the economists, “‘ power 
production ” has put abundance within the reach of all. 

Of these last, Mr. McNair Wilson is a heretic of another sort, 
for he wants bankers to keep in lawful money assets equal to 
their liabilities. The “‘ Chicago 100 per cent. reserve plan,” 
which comes out of the Economics Department of that University, 
is a scheme similar to this, and it is said to have the support of 
some members of the staff of the Federal Reserve Board. Mr. 
McNair Wilson may yet find himself keeping better company than 
he does now ! 

Mr. Nash’s case has satisfied the reviewer. But your Douglas- 
ite is like your religious or your Communist. Change of opinion 
is change of faith. Intellectual conviction is not enough, he 
requires a more illuminating experience. Mr. Nash’s battery 
of argument will hardly convince the convinced. But it should 
prevent the interested but open-minded layman from falling into 
error, and, more important, it will provide points against Douglas 
for missionary economists whose zeal or whose duty leads them 
outside the University classroom to address lay audiences. There, 
where they will meet the Douglasites, their immediate persuasion, 
supported by Mr. Nash’s arguments, may perform the miracle of 
conversion. 

GILBERT WALKER 
The University of Birmingham. 


Insurance against Credit Risks in International Trade. By 
Evia M. SHENKMAN. (London: P.S. King and Son. 1935. 
Pp. 10 + 358. 15s.) 

Tuts book deals with the principles and organisation of 
State and private insurance against credit risks : since 1920 there 
has been a notable effort both by private enterprise and by State 
guarantee to extend the field of insurance to cover such risks in 
international trading. Mr. Shenkman deals with the character 
of the problems which are involved and gives special attention to 
the relationship between State and private enterprise within this 
field. 

The study is divided into two parts; the first, consisting of 
141 pages, gives an account of the financing of international 
trade, how it has recently changed and the magnitude of the risks 
which are involved; it then describes the various ways in which 
this special branch of private insurance has developed to meet 
the situation. 
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The second part deals with the Government measures in 
operation in Britain, Germany and in other countries ; it attempts 
to assess the réle of the State as a guarantor of these trade risks. 
To most readers this will be the really useful part of this thesis, 
and the account of the British and German systems is by far the 
best and most adequate description and analysis which is available. 
Devoting sixty to seventy. pages to each of these two countries, 
the author describes the exports credit schemes, the background of 
economic events which gave rise to them, and attempts to assess 
their worth as part of a national policy of trade expansion and 
export promotion. The presence of unemployment, the shrinkage 
of foreign trade, the weakening of private enterprise through the 
loss of working capital, the increase of overseas trade risks, were 
salient features of a situation which led many Governments to 
have recourse to credit insurance after 1920. Among the more 
important issues discussed are the following. How far the State 
guarantee schemes fill an important gap in the financial machinery 
of the export trades. How far the credit risks can be classified 
into ordinary commercial risks which may be undertaken by 
private companies and special political and catastrophe risks 
which can only be faced with Government support. How far 
the time factor affects the kind of financial facilities which are 
provided through existing channels. There is also the particular 
problem of trade with special areas such as Russia. Mr. Shenkman 
suggests that the schemes have so far no considerable record of 
achievement, but at the same time takes the view that this form 
of State intervention has come to stay. 

The present reviewer would have preferred this book to have 
dealt solely with the role of the State as a guarantor of credit 
risks in international trade, as the material in Part I scarcely 
seems to justify the space allotted to it. It would then have been 
possible to treat more adequately the developments in other 
countries, which are described in 25 pages. 

Apart from this, Mr. Shenkman’s study appears to me to be 
a much-needed and meritorious contribution to the literature 
dealing with the finance of international trade. It has involved 
a large amount of detailed work and it should serve a useful 


purpose in drawing attention to this aspect of State policy. 
R. B. FoRRESTER 


K2 
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Le Probléme du Commerce International. By F. Outis. (Paris: 
Recueil Sirey. 1934. Pp. xxiii + 483.) 


M. Ovtks’ volume contains a detailed critique of earlier 
theories of international trade, both classical and heretical, and 
attempts to find a scientific justification for Protectionist policies. 
After a very thorough exposition and criticism of the classical 
English theory, the remainder is devoted virtually to the work 
of M. Manoilesco, whose “‘ Productivity Theory ” of international 
trade is already known to English readers. Incidentally M. 
Oulés shows how the “ Productivity Theory ”’ has its roots in a 
fault of exposition in classical theory. It will be recalled that 
M. Manoilesco, in fact, admits the force of the Ricardian case for 
free trade, given the Ricardian assumption of equal productivity 
of labour in different industries. The force of M. Manoilesco’s 
justification of Protection rests therefore entirely on his supposed 
demonstration of inequality of productivities, on the basis of the 
known existence of inequality of output per man employed, from 
one industry to another. Such Marxian crudities as this M. Oulés 
is quick toexpose. He boldly admits the validity of the Ricardian 
case, on the assumptions expressed or implied. His own case 
for Protection is based on a minute examination of those assump- 
tions and a demonstration that they are not valid in the world 
of to-day. 

His arguments, showing the inapplicability of the Ricardian 
assumptions, may be broadly divided into three classes—those 
about the immobility of factors of production, those about the 
tendency to increasing returns, and those about the impact of 
dumping at certain phases of the trade cycle. His arguments of 
the first kind are often extremely doubtful. M. Oulés anticipates 
the criticism that an argument against international trade is an 
argument against domestic trade, and makes an ingenuously 
fallacious reply. 

The arguments about increasing return industries are more 
satisfactory, and include a review of the Graham—Knight con- 
troversy. This part of the work suffers, however, from the 
author’s neglect of the further analysis to which the notion of 
increasing returns has been subject in this country in the last 
ten years. The dumping arguments are on realistic if not entirely 
unfamiliar lines. Here M. Oulés hardly realises that he is arguing 
not so much against free international trade, but against any 
system of private enterprise. 

Arguing along these lines, the author concludes that the 














1936] PARANAGUA : TARIFF POLICY 133 


doctrines of economic nationalism and internationalism “ have 
not absolute value and general significance, as many of their 
partisans still believe, but have simply a relative value and a 
conditional significance.” But his cases for Protection, to the 
extent that they are valid, can all be included in a broad view of 
the nascent industry case. For the general political, as opposed 
to the strictly economic, case for free trade, the author has no 


space. 
R. S. SAYERS 


Pembroke College, 
Oxford. 


Tariff Policy. By O. Paranacua, Professor of Economics in 
the University of Sao Paulo. (London: Humphrey Milford, 
Oxford University Press. 1935. Pp. 223. 6s.) : 


In the year 1936 changes in national tariffs are no longer 
“news”: they are almost everyday happenings. But it is 
none the less very difficult to find any brief and logical account 
of the actual structure of the tariff systems of the leading countries, 
or any general information by which to relate to the normal the 
kaleidoscopic changes of the past six years. Professor Paranagua 
has set out to meet this need; and students will be grateful to 
him for his attempt. 

The greater part of his book is historical and descriptive. 
The first chapter is devoted to a short discussion of ‘‘ Mercan- 
tilist ’’ practice before the nineteenth century; Chapter IIT 
traces the development of British tariff policy from 1822 to 1935; 
and the later parts of the book give an account of the various 
types of duties used by this and other countries and their methods 
of assessment, of the means used to build up and administer 
the tariffs of the leading countries, and of the modifications 
recently introduced by the use of quotas and by the spread of 
preferential agreements. Finally, there is an excellent dis- 
cussion of rival methods of compiling statistics of foreign trade. 
All this is described with admirable brevity and clearness, and 
with wide knowledge of the complicated details of the subject. 

The weakness of the book lies on the theoretical side. In 
Chapter II the author attempts an exposition of what he calls 
the “‘ free trade theory of international trade,” which he criticises 
on the grounds that it is based on false assumptions about the 
immobility of capital and labour between separate political units, 
and that it fails to take account of changes in costs of production 
and demand. The whole of this discussion is very superficial. 
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The “ orthodox ” theory of international trade is expounded— 
and attacked—on the basis of quotations from the writings of 
various economic theorists; but the most recent with which the 
author appears to be acquainted is Bastable’s Theory of Inter- 
national Trade, 4th edition, 1903! In Chapter IV he concludes 
that “protection appears as a necessity resulting from the co- 
existence of the various national economies, and of their in- 
equality ”; but one looks in vain for any exhaustive discussion 
of the possibilities of economic gain from protection, for the 
author contents himself with quotations from Alexander Hamilton 
and List about the desirability of fostering new industries and 
securing a balance between industry and agriculture, and with 
a vague reference to possible economies of cost if the widest 
possible market is secured at home. 

The book is an extremely useful practical guide to the 
complexities of tariff administration; but one cannot help 
regretting that so little is done to throw light on what it is all 


about and what its effects are likely to be. 
R. F. BRETHERTON 


Wadham College, 
Oxford. 


Ecrits Notables sur la Monnaie de Copernic a Davanzati. Edited 
by JEAN-YvES LE Brancuvu. 2 vols. (Paris: Alcan. 
35 frs.) 

THESE two volumes are the first of a “Collection of the 
Principal Economists” which has been planned by Messieurs 
Pirou and Simiand to fill the place of the collection brought out 
by Daire in 15 volumes, now long out of print. Daire’s collection 
did not include any writers earlier than the seventeenth century. 
It was undoubtedly a wise decision to carry the new series back 
earlier, and to devote the present volumes to sixteenth-century 
writers. 

The collection starts with the Discourse of Copernicus and 
his letter to Félix Reich. Copernicus said of bad money intro- 
duced alongside good, ‘“‘ non seulement celle-ci déprécie l’ancienne, 
mais, pour ainsi dire, elle le chasse,”’ and the editor claims that 
this was a more explicit enunciation of the miscalled Gresham’s 
Law than that of Oresme in the fourteenth century, which he 
quotes in a footnote. Perhaps it was. But has not a false issue 
been created in the respective claims of Oresme and Copernicus 
to priority, simply because the appearance of their works, when 
republished together by Wolowski, convinced H. D. Macleod of 
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his mistake in attributing the law to Gresham? The law was 
probably well known before Oresme wrote, and indeed the follow- 
ing passage from an ordinance of Charles le Bel, dated 5th May, 
1328, clearly implies it : 

“ A la fin que la matiére qui est allée hors de nostre Royaume 
a grand dommage de nous et de nostre peuple par l’engin et 
cautelle des subtils et malitieuses gens, puisse revenir arriére en 
nostre Royaume, parquoy le peuple fat remply de monnoye, et 
pour oster le cours des mauvaises monnoyes qui courent en 
nostre Royaume en grande déception de nous et de nostre peuple, 
lesquelles y ont esté apportées et mises pour greigneur prix que 
elles ne valoient: parquoy le nostres ont esté détruites et gitées 
et portées hors de nostre Royaume... .” (Le Blanc, Traité 
Historique des Monnaies de France, 1690, p. 238). 

After Copernicus there comes the anonymous Saxon writer 
of 1530, and then follow the “ Paradoxes ” of Malestroict, and 
Bodin’s famous ‘“ Response.” The editor’s introduction and 
notes are good and useful as far as they go, but they might with 
advantage have given a little more guidance in the intricacies of 
coinage in the sixteenth century and earlier periods. The reader, 
for example, is left to discover from the context by what system 
of carats and grains the fineness of gold is measured and by what 
system of pennyweights and grains that of silver. And just when 
he thinks he has found the clue he will be disturbed by the passage 
on page 138 in which a fineness of “‘ douze deniers trois grains ”’ 
is attributed to the old Spanish reals. In the recent edition of 
Bodin by Professor Hauser there are to be found the manuscript 
annotations made on the copy in the Bibliothéque Nationale, 
in which the “douze” of this passage is corrected to “ unze.”’ 
Surely reference might have been made to that correction. 

The second volume comprises translations of Gresham’s 
letter of 1558 to Queen Elizabeth, of the anonymous Discourse 
of the Common Weal of this Realm of England, and of Davanzati’s 
Lezione delle Monete. The work of translation has been well 
done. (But dévaluation is surely a barbarous rendering of 
“‘ debasement.’’) Nevertheless, here again the Introduction is 
not altogether adequate. ‘Too much space is given to a discussion 
(interesting and important in itself) of the authorship of the 
Discourse, and not enough to the monetary circumstances in 
relation to which it was composed. As first written in 1549, the 
Discourse was concerned with the rapid rise of prices which 
had occurred within a few years, and which it attributed mainly 
to the debasement of the coinage. Of that debasement the 











136 THE ECONOMIC JOURNAL [MARCH 


Introduction has little to say, except that it began in 1544 when 
Henry VIII raised the ounce of gold to 48s. and the ounce of 
silver to 4s., and that in 1551 the debased shilling and groat were 
reduced first to 9d. and 3d., and then to 6d. and 2d. 

These measures of 1551 were the first deflationary steps 
towards the restoration of the currency. To appreciate the 
circumstances in which the Discourse was written the reader 
wants to know the extent of the debasement at its successive 
stages, the dates at which the silver contents of the shilling 
were reduced from 118 grains to 90, 60 and 40 grains, or at which 
the mint price of silver rose to 4s., 6s. 6d., or 10s. a fine ounce. 

The index-numbers calculated by Mr. Feavearyear from the 
prices compiled by Thorold Rogers show a rise from 116-4 in 
1547 to 163 in 1549 and 202-3 in 1551 (The Pound Sterling, p. 64). 
Therefore the Discourse of 1549 came in the midst of the tide of 
rising prices. 

The first printed edition appeared in 1581, when, despite 
the restoration of the coinage, prices had risen even higher than 
at the climax of the debasement. The Discourse was rather 
clumsily adapted to the changed circumstances of the time. 
Several passages relating to the debasement of the coinage were 
retained with perfunctory afterthoughts indicating that they 
were of no more than historical interest. And a new passage 
was inserted attributing the rise of prices, inter alia, to “ the 
infinite sums of gold and silver whych are gathered from the 
Indies and other countries and so yearely transported unto these 
costes.” M. le Branchu points out that this may well have been 
derived from Bodin, whose Réponse had been translated into 
English in 1569 (cf. Mr. Monroe’s Monetary Theory before Adam 
Smith, p. 59). Since the Discourse dealt originally with the 
conditions of 1549, and was somewhat inadequately adapted to 
those of 1581, it was perhaps a mistake to base the translation 
primarily on the printed edition of the latter year, for the manu- 
script versions of 1549 really supply a more self-consistent whole. 
The difference, however, is only one of form, for all the variations 
between the two versions are clearly set out. 

Surely M. le Branchu is making rather a far-fetched claim 
when, on the strength of passages in which the value of the 
precious metals is attributed to their rarity, he suggests that 
‘“ Vauteur des manuscrits avait déja, en 1549, la ‘ notion quantita- 
tive’”’ (p. Ixxxviii). And on the other hand, he might have 
found space to mention that the credit of having first formulated 
the quantity theory of money really does belong to Davanzati. 

R. G. Hawtrey 
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The New Deal and Foreign Trade. By Atonzo E. Taytor, 
Director of the Food Research Institute, Stanford University, 
California. (New York: The Macmillan Company. 1935. 
Pp. 296. 12s. 6d.) 


THIs work may be likened to a seminar, in which Mr. Secretary 
Wallace’s America Must Choose serves as text and chopping-block. 
The argument of that pamphlet supplies the topics of an extensive 
and informative discussion : agricultural acreage and its reduction, 
the prospects of agricultural exports in the world market, 
the American balance of payments, the principles of commercial 
treaties—all these and other subjects are placed in their historical 
setting, and illuminated by a wide survey of contemporary 
conditions. If the argument sometimes moves slowly, and its 
intent cannot always be seized at a first reading, it is substantial 
and judicious. Mr. Taylor’s purpose, however, is much more than 
instruction. All the detailed circumstance which he presents is 
designed to enforce the political resistances to large-scale planning, 
Mr. Wallace’s argument, basing itself upon America’s excessive 
agricultural capacity and her net creditor position, proposed the 
‘planned middle course ”’ of a reduction in cultivated acreage, 
and such changes in trade regulations as would effect an increase 
in American imports. The reduction of acreage Mr. Taylor 
regards as inevitable, and he says that “ technically trained men 
are available to plan such a contraction”; but to the further 
planning, whether for agriculture after the contraction, or for 
the industrial structure that must find room for more imports, 
or for the regulation of foreign trade, especially by bilateral 
agreements, he opposes an outright veto of impracticability. 
“The ‘ planned middle course,’ in particular the application to 
foreign trade, is based on the best of intentions; it has available 
a limited and imperfect technical intelligence, due to indeter- 
minateness of social and economic forces ; it employs a mechanism 
not proved by experience and showing many obvious defects ; 
finally, there is no evidence that we possess the discipline to carry 
through the plan.”’ Mr. Taylor’s own proposals are: (a) “ re- 
valuation of currencies and stabilisation of foreign exchanges,” 
(b) ‘‘ elimination of extra-tariff obstacles to foreign commerce,”’ 
(c) ‘‘ lowering of import duties.”” In an argument which deserves 
the attention of the planner, he has demonstrated the immense 
difficulties which attend the application of far-reaching controls ; 
and his own proposals can at least be hoped for, if we can hope for 
anything at all. ‘‘ Despite the new popular views,” he concludes, 
“ofjSombart, Elliot, Wallace, et al., the world will turn from 
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planned and managed foreign trade to simple rules, lower tariffs 
and most-favored-nation treatment. Here and abroad, imports 
and exports will again be determined by costs and qualities, 
by elasticities of supply and demand, not by selection of goods 
and services by political officials, elected or appointed.” It 
remains for the reader to consider whether such a treatment of 
present disorders can gain popular acceptance, or take enough 
effect : for some of the obstacles which Mr. Taylor sees in the path 
of the planner, are obstacles also to a recovery by spontaneous 
adjustment. 
EK. H. Poetps Brown 
New College, 
Oxford. 


Myself. By Joun R. Commons. (New York: The Macmillan 
Company. 1934. Pp. 201. 10s.) 

PROFESSOR CoMMONS is an American. He derives from the 
real America, which some hasty European visitors never see. 
His parents organised an “ underground railway ” for Negroes 
escaping to Canada. So he writes: ‘“‘ Liberty, equality and 
defiance of the Fugitive Slave Law were my birthright.” His 
education he obtained partly by working as a printer, partly 
because his mother gave up her own college career to keep a 
boarding-house. This short book may be compared to the 
Education of Henry Adams; for it tells how a powerful and lively 
intelligence hammered a philosophy out of its experience and the 
observation of the rich variety of American life. 

The actual behaviour of employers and workmen, of bankers 
and politicians, in the situations in which he himself met them, 
gave Professor Commons the clue to his economic theory. From 
Wesleyan University he was dismissed for inefficiency as a teacher, 
from Syracuse for radicalism and for supporting Sunday games. 
His next appointment was to work out and publish weekly an 
index number of prices. This job ended abruptly, after two 
years, when the published index number persisted in rising and 
failed to support the bimetallist views of those who had 
financed its preparation! Work for the United States Industrial 
Commission and other teaching and research appointments 
followed, until in 1904, at the age of forty-two, he was “ born 
again’ by appointment to his chair at the University of Wis- 
consin. 

The thirty years of his tenure of that chair have borne fruit 
remarkably. Men whom he has trained are to be found in 
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Government departments and Universities in New York and 
Washington, in Baltimore, Minneapolis, Cincinnati, and all 
through the West from California to North Dakota. The study 
of the history and economics of labour problems in America 
owes more to him than to any other man. Aided by La Follette, 
he was one of the chief creators of a co-operation between State 
and University which made Wisconsin a pioneer in social and 
industrial legislation. “I learned,” he says, “... that the 
place of the economist was that of adviser to the leaders, if they 
wanted him, and not that of propagandist to the masses.”’ 

But to one who was privileged for a few months to participate 
in his fortnightly seminars and to attend the weekly Friday 
Nights of his graduate students, it will always seem that the 
greatest achievement of John R. Commons’ life has been his 
teaching. Every student became a personal friend, addressed at 
once by his Christian name. Yet somehow, even to an English- 
man, this intimacy did not seem unreal or forced. It was a 
product of the same direct simplicity with which A. E. made an 
unknown stranger feel at home on a Sunday evening in Dublin. 
The newly-admitted candidate for the Ph.D. was welcomed, on 
an equality, as a fellow-researcher. They all worked astonish- 
ingly hard, because they were fired by example and stimulated 
by co-operation. Professor Commons tells a little of his teaching 
methods in these words: “. . . they could see that I was not 
an authority, did not know much of anything, but was getting 
ideas from them and incorporating their ideas into mine. . 
My subject-matter was prosperity and depression; unions and 
unemployment; schemes that I was working on at the time; 
what the business men, farmers, laborers, politicians were doing 
about it; what the economists’ theories would lead them to do; 
what I would do and you would do; and how we would justify 
it if we could. Every class meeting or lecture was something 
unexpected, and they didn’t know what was coming next. 1 was 
continually changing my mind.” 

Personal ill-health and tragic bereavements have made this 
life in many ways an unhappy one. Its achievements are there- 
fore all the more remarkable. If Professor Commons should 
read this, as he sits at his window overlooking Lake Mendota, he 
will know that that achievement is recognised on the other side 
of the Atlantic. 

H. A. MarquanD 

University College, Cardiff. 
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Economic Essays in Honor of Wesley Clair Mitchell. (New 
York: Colombia University Press. 1935. Pp. ix + 519. 
18s. 6d.) 


THE name of Professor Mitchell is associated with two features 
of the development of economic science in America: one is the 
emphasis on empirical work to test theories, especially in monetary 
and business cycle problems; the other is the encouragement of 
“institutional ’’ economics. In championing the institutional- 
ists Professor Mitchell has been a critic of orthodox (though 
sometimes it seemed to be only classical) economics, largely, I 
believe, as the reaction of a generous nature interested in social 
welfare from the slowness of improvement in economic knowledge. 
His latest pronouncement, however, is less impatient of ordinary 
economics: ‘‘ The problems treated by orthodox theory are 
genuine problems ”’;! institutional economics is a necessary 
supplement to it. 

Perhaps this broad view of the scope of economics held by 
the teacher explains why the word economic alone does not 
indicate the scope of these seventeen essays by the pupils: 
some such hybrid as socio-politico-economic is necessary to 
describe many of them. They fall into four groups; viz. four 
essays on the business cycle, three on current events in the U.S.A., 
six socio-politico-economic, and four miscellaneous. It is im- 
possible in a short space even to express an opinion upon each 
essay individually; nor do they merit it. 

The outstanding essay in the first group (and indeed in the 
whole volume) is by Simon Kuznets on the “ Relation between 
Capital Goods and Finished Products in the Business Cycle,” 
which examines the hypothesis that the sensitiveness of the demand 
for capital goods to fluctuations in the rate of change in the demand 
for finished goods is important in explaining the business cycle. 
Mr. Kuznets lays down carefully the assumptions underlying 
his general analysis, in which he builds upon the theory of Pro- 
fessor J. M. Clark, and then proceeds to an ingenious use of rail- 
way and industrial statistics in order to test the hypothesis. 
His claims for the conclusions of his statistical test are a model 
of caution and modesty, but the general tenor is to reduce the 
importance of the hypothesis in a theory of the business cycle. 
This is a stimulating essay: it is unfortunately marred by clumsi- 
ness in the exposition, which makes it unnecessarily difficult to 
follow the hypothetical numerical examples, a defect which 


1 American Economic Review, December 1935, p. 615. 
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sometimes degenerates into a slip (eg. p. 214, third line from 
bottom; or the assumption to Case 3, p. 220). 

Professor Douglas’ essay on “ Purchasing Power of the Masses 
and Business Depressions ” is the most general one in this group. 
It is not highly technical. His thesis (with some misgivings, 
cf. pp. 119 and 128) is that the inain cause of depression lies in 
the fact that the major part of savings must be invested in mass- 
produced goods, while the incomes of consumers of such goods 
do not increase pari passu with the increase of output. 

The essays in the second group are of more ephemeral interest, 
but the essay by Professor Brissenden, on the ‘‘ Genesis and Import 
of the Collective-Bargaining Provisions of the Recovery Act,” 
gives a useful summary for those who are interested in the 
antecedents and in the interpretation of the labour clauses of the 
N.LR.A. 

Of the remaining essays I single out only one for individual 
comment, “‘ Economic and Social Aspects of Internal Migrations,” 
by Dorothy 8. Thomas. The Swedish material on internal move- 
ments of population is wonderfully complete. Dr. Thomas 
examines in detail the movements of a relatively small sample 
over sixteen years, and shows that certain obvious expectations 
are fulfilled. This miniature study points the way for large 
investigations; the author calls it exploratory : it does not suggest 
that larger studies would bring any surprises, but simply that they 
would increase our knowledge of the details of migration in one 
country. 

Not only does the lack of space forbid further comment on 
individual articles, but also the quality of the contributions them- 
selves. On the whole they are so disappointing that the question 
arises of the utility of such omnibus volumes in general. Most of 
these essays would be more fittingly published in a popular quar- 
terly review; some have neither scientific nor pedagogic merit; 
none is distinguished in style, and the general level of literary effort 
is depressingly low. These are defects shared by a great deal of 
economic writing to-day, and perhaps the majority of economists 
would not agree that all of them are blemishes. But there is 
ground for believing that the level of this kind of publication is 
below the average because it is too often written to order. No 
brilliance of teacher or of the pupils who honour him is sufficient 
guarantee that the Festschriften written in a sense under pressure 
are intrinsically worth publishing. REDVERS OPIE 


Magdalen College, 
Oxford. 
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Government Control of the Economic Order. Edited by BENJAMIN 
KE. Lieprncorr. (Oxford University Press. 1935. Pp. 120. 
8s.) 


THis volume contains eight studies of the relations between 
Government and economic activity under modern conditions. 
Mr. Means writes on the Distribution of Control and Responsi- 
bility in a Modern Economy; Professor Colm on the Economic 
Limitations of Government Control; Professor Lederer on 
Government Control in Russia; Mr. Walter Thompson on Govern- 
ment and the Economic Order in Sweden; Mr. Otto Nathan on 
Cartels and the State in the Light of German Experience; Mr. 
John Thurston on Government Proprietary Corporations in 
Great Britain; Professor Feiler on Public Enterprise in Germany ; 
while Professor Lippincott contributes a concluding summary. 

The treatment of such subjects within so slender a volume 
must necessarily be very slight; and the book cannot be regarded 
as more than a starting-point for reflection and inquiry about 
the relations between public administration and the problems of 
economic production and distribution. Indeed, considering the 
eminence of some, at least, of the authors within their own field, 
it is a little disappointing that they have not been able to take 
us farther along the road. Mr. Means, for example, describes 
how the rise of the large modern corporatica has enlarged the 
sphere of administrative control of economic operations (i.e. 
within the corporation) at the expense of control by the price- 
mechanism (2.e€. though the relations between one enterprise and 
another). Prof. Lederer raises, but does not attempt to grapple 
with, the question how far complete public mastery of the economic 
system, as in Russia, is bound up with a particular form of social 
and class organisation, or with the political methods used in 
the Soviet Union. Mr. Thompson, again, tells us that the Swedes 
have faced recent economic tempests with relative success, 
because they hold harmonious views of the common good, because 
they have fostered state and municipal enterprise, because their 
flourishing co-operatives compete vigorously with private firms, 
and because the Swedish organised labour movement aims first 
and foremost at securing comfort in the homes of the people. 

Perhaps, indeed, there is a deeper moral in the sense of in- 
adequacy that results from reading this book. Contemporary 
economics has grown to its present stature as the science of the 
market-place; and to-day, with the market-place everywhere 
falling to pieces before our eyes, we fumble helplessly. In the 
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end, perhaps, it will be through closer alliance with the political 
scientists that we shall once more struggle up to daylight; and it 
is as a herald of such an alliance that the present volume is chiefly 
to be welcomed. BARBARA WOOTTON 


Analysis of Usury. By Jurrrey Marx. (London: Dent. 
1935. Pp. 128. 6s.) 

Breakdown. By Roperr Brirrautr. (London: Gollancz. 
1935. Pp. 288. 7s. 6d.) 

Government in Business. By Stuarr Cuase. (New York: 
The Macmillan Company. 1935. Pp. 297. 8s. 6d.) 

The Simple Case for Socialism. By G. D. H. Cote. (London : 
Gollancz. 1935. Pp. 288. 5s.) 

Soviet Prosperity. By V. M. Mototov. (London: Martin 
Lawrence. 1935. Pp. 95. 1s. Paper.) 


THERE is but one point upon which the authors of these five 
books agree, and that is that capitalism is doomed. . Since they 
differ as to what they mean by capitalism—and as to why it is 
breaking down—one is not surprised to find that the remedies 
they suggest have little in common. 

Mr. Mark finds (p. 38) that ‘“‘ As a direct result of the accumu- 
lation of savings and investments, not only will consumers not be 
able to purchase all that they produce, but a certain proportion of 
producers will inevitably be forced into a state of actual or poten- 
tial bankruptcy.” He proposes that savings be penalised, and 
that all loans be made by the Government at a zero rate of interest 
and that rents should be abolished) The result would be— 
though it is not realised—that a~tremendous price inflation 
would ensue—at least so long as factors are not to be rationed to 
producers on some basis other than price. It is not surprising 
that Mr. Mark does not expect his proposals to be particularly 
inflationary, for he believes that costs are normally much greater 
than revenues. 

Mr. Briffault has written a readable and suggestive book 
about civilisation in decline. He argues that for a civilisation 
dominated by vested interests the supreme concern is to maintain 
the status quo. To do so the vested interests will deliberately 
sabotage thought, and will try to substitute for it, as an acceptable 
justification for their position, the authority of tradition. Tradi- 
tional civilisations collapse because they are unable to adapt 
themselves to changing circumstances, and their adaptability 
is lessened by this artificial stupefaction. Liberalism is one of 
these muddling devices. But (p. 57) “the phenomenon ”’ (7.e. 
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the collapse of civilisations) ‘‘ is, so far as we can tell, manifested 
by traditional civilisations, not by human culture in general.” 
In the U.S.S.R., and under the kind of civilisation which is 
developing there, there are no exploited and so there is no need 
for these stupefying myths. ‘To those who accept the Marxian 
theory of the State, Mr. Briffault’s book will probably come as a 
refreshing though extreme survey; to others it will seem unneces- 
sarily contentious and generally incomprehensible. 

Mr. Chase too thinks that capitalism is doomed. But his 
conception of capitalism is a quite different thing from Mr. 
Briffault’s. It is (p. 95) “‘ a productive mechanism depending for 
its stability upon a flywheel of reinvestment in so-called capital 
goods ” and it is private investment that is meant. There is a 
very interesting chapter in which six “crank” theories are 
presented to account for the decline in investment. After 
reviewing the history of Government interference designed to 
offset in specific directions the effects of the fall in investment, 
Mr. Chase pleads that the Government of the U.S.A. should take 
over certain functions which have hitherto been left to private 
business. And he prepares a comprehensive agenda for this. 
The book is valuable chiefly for its descriptive chapters: the 
summaries of the New Deal legislation are compact and vivid. 
Mr. Chase’s style is not unnecessarily pedantic. 

Mr. Cole spends very little time in developing the case that 
capitalism must fail. He argues that it is failing in England in 
that it spells poverty and a “ slave-status ” for many. Socialism 
—the public ownership and control of the means of produc- 
tion—is the remedy. ‘Those sections in which he discusses 
whether socialism can work—whether an adequate supply of 
resources will be forthcoming, and whether they can be properly 
allocated between different uses—are the ones which are of the 
greatest interest to economists. The latter part of the book is 
concerned with such questions as ‘“ Social democracy versus 
communism ”—‘‘ Who are the proletariat? ’’—‘‘ From what 
sections can they expect help? ” etc. 

Mr. Molotov read this report on the work of the Government 
and on Constitutional Changes at the Seventh Congress of the 
Soviets in 1935. In general it presents a sober—occasionally 
critical (e.g. with regard to transportation)—review of the pro- 
gress of the U.S.S.R. Such a report is probably as good an 
answer as any to those economists who contend that socialism 
cannot work. L. TaRSHIS 

Trinity College, 

Cambridge. 
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Marxism and Modern Thought. By N. I. Buxuarrn and others. 
Translated by Ralph Fox. (London: Routledge. 1935. 
Pp. viii + 342. 10s. 6d.) 


Tuts book consists of six articles on various aspects of Marxism, 
selected from a volume published by the Soviet Academy of 
Science on the fiftieth anniversary of the death of Karl Marx. 
Three of them deal with natural science: “ Marxism and Natural 
Science,” by Y. M. Uranovsky; “ The Old and the New Physics,” 
by S. I. Vavilov; “ Marx and Engels on Biology,” by V. L. 
Komarov. The first is concerned to prove that dialectical materi- 
alism is a powerful instrument in interpreting the discoveries 
of modern physics and biology, the second is a history of physical 
theory from the Marxist point of view, the third is little more 
than a commentary on the references to biology occurring in the 
writings of Marx and Engels. Vavilov’s article is most likely 
to appeal to the non-Marxist scientific reader, since it is simple 
and free from traditional Marxist jargon. 

The remaining three articles concern more clearly readers of 
this JournaL. These are: ‘The Historical Importance of 
Marxism,” by N. I. Bukharin; ‘ Karl Marx and the Present,” 
by A. N. Deborin; ‘‘ Marxism and Natural Science,” by A. I. 
Tiumeniev. 

In a ninety-page masterpiece of compression Bukharin sum- 
marises Marxist epistemology, science of history, economics, 
and political science, clearly bringing out meanwhile the essential 
unity of Marxist sociology. In the section on economics he clears 
up some difficulties of terminology that make difficult for the 
bourgeois economist the approach to Marxist economics, such as 
the special meaning given (in strict consistency with the Marxist 
concept of history) to “ capital.” He also discusses the extended 
reproduction (accumulation) of capital, and shows, by a simple 
algebraic demonstration, that equilibrium between production 
and consumption is not incompatible with the accumulation of 
capital. (Thus incidentally the Marxian theory of crises is to be 
distinguished from such theories as Hobson’s, which assert that 
accumulation of itself breaks down the equilibrium of the market.) 
This equilibrium is, it is true, achieved only with difficulty, owing 
to the “ anarchy ” of market economy; but it is not impossible. 
Its breakdown is marked by a crisis. (It is not clear, from this 
exposition, why Marxists consider crises to be inevitable under 
capitalism.) 

Deborin’s essay is chiefly devoted to two ends. One is the 
vindication of the essential correctness of Marx’s analysis and of 
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his historical predictions, as against the criticisms of his opponents 
and the amendments of the Revisionist school of Marxism 
(virtually present-day Social Democracy). The other is the 
castigation of modern non-Marxist social thought and the attempt 
to show that it inevitably leads to Fascism and to a denial of 
humanity and of the intellect. Othmar Spann, Oswald Spengler, 
Henri de Man, racialism, corporativism and the “ socialism ” 
of the Nazis come in for some vigorous drubbing. 

A similar purpose informs Tiumeniev’s contribution. After 
a short reference to historical science in the epoch of the French 
Revolution (when apparently the bourgeoisie, as a rising class, 
could produce a scientific view of history, just as they could pro- 
duce a scientific political economy), he goes on to describe the de- 
cline of bourgeois historiography through romanticism and posi- 
tivism to pure reaction. Modern historians and theorists of 
history, especially continental ones, are reviewed at length, 
their fascist, idealist and anti-intellectualist tendencies are 
severely reproved, and their barrenness of results (due to the 
blind alley in which the bourgeoisie finds itself as a class) is ex- 
posed. This is all very exciting, but it is a pity that Tiumeniev 
cannot disagree with men like Sée and Pirenne without referring 
to their work as “ childish scribblings.” 

The translation is smooth and seems competent. Occasional 
lapses occur: ‘colonist”’ on p. 5 should be “‘ colonus’”’; “ di- 
vided up ” on p. 53 does not make sense; on p. 113 two intrusive 
commas transform Carta del Lavoro into a person; “state 
reasoning ”’ on p. 284 is a bad slip for “ reason of state.”” A good 
many proper names have suffered in the course of a double trans- 
literation into the Russian alphabet and back again; of these, 
“ Falais ” for “ Thales” (p. 182) is the most puzzling. 

Four of the six essays are provided with copious references. 
There is an index of persons but not of subjects. 

H. D. Dickinson 
Leeds University. 


The Russian Financial System. By W.B. ReppAway. (London: 
Macmillan. 1935. Pp. 108. 5s.) 

Tus admirable little essay should be a lesson to the authors 
of many far more pretentious works about the economics of the 
Soviet Union. In little more than a hundred pages the author 
has made a most gallant and stimulating attempt to grapple 
with some of the major questions of principle raised by the use of 
money in a planned socialised economy of the Russian type. 
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He sets out from four postulates as to the normal functions of 
money in the control of production and distribution, viz.: (1) 
that it furnishes a unit of account, (2) that it is a guide to the 
distribution of resources to the maximum advantage, (3) that it 
distributes incomes and serves to reconcile supply with the 
consequent demand, and (4) that it is a means of making payments 
and adjusting the relations between independent enterprises. 
To these are to be added those functions which money performs 
for the consumer, in enabling him to make his choice amongst the 
goods offered by producers, and to imprint his mark upon the 
pattern of future production. 

Mr. Reddaway examines what happens to all these functions 
given (1) socialisation of industry and banking, (2) collectivisation 
of agriculture, with compulsory fixed-price deliveries to the 
authorities existing side by side with the relics of a free market, 
and (3) a dual system of closed shops with low-priced rationed 
goods, plus commercial shops selling unrationed goods at prices 
determined on more or less orthodox market principles. Of 
this analysis it can only be said that it is lucid, interesting and 
helpful. The reader might search a long way before he would 
find a more illuminating explanation of the Russian method of 
using an accounting-price, based on cost, in conjunction with a 
sale-price exposed to the influences of market demand; or of the 
line between “arbitrary ” planning of capital and natural re- 
sources without reference to any “‘ordeal by rate of interest” 
(author’s phrase), and the more limited planning of labour supply 
in a system where “ ordeal by wage cost”’ (reviewer’s phrase) 
still survives in considerable measure. 

Mr. Reddaway modestly states in his Introduction that he 
has confined himself “‘ almost exclusively to an investigation of 
principles . . . without very much reference to how efficiently 
the Russians have so far succeeded in putting these principles 
into practice.” This disclaimer is, happily, not altogether 
justified; and it is much to be hoped that the author will give 
us another work, in which his main task will be to disentangle 
the fascinating practical consequences which follow from the 
application of the principles that he has here so succinctly and 


lucidly expounded. 
BARBARA WooTTOoN 
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Britain in Depression : a Record of British Industries since 1929. 
Prepared by a Research Committee of the Economic Science 
and Statistics Section of the British Association. (London : 
Sir Isaac Pitman and Sons, Ltd. 1935. Pp. viii + 473. 
10s. 6d.) 


THE Economics Section of the British Association decided 
at its meeting in 1933 to appoint a committee to prepare a record 
of the effects upon British industries of the world crisis in the 
years following 1929. The committee, with Professor J. H. Jones 
as chairman and Mr. P. Ford as secretary and Professor H. M. 
Hallsworth, Professor J. G. Smith, Mr. R. F. Harrod and Mr. A. 
Radford as members, has produced the present volume as its 
report. ‘‘ Its primary aim has been to record the principal events 
and to indicate sources of data rather than to provide interpre- 
tation.” The first and shorter part of the report is general. It 
consists of an introduction by the chairman and chapters on 
currency and banking by Professor Smith and Mr. G. J. Walker 
and on industrial relations by Professor J. H. Richardson. The 
second part deals with separate industries and in each case the 
appropriate expert has been selected. Professor Ashby and 
Mr. Orwin cover agriculture; Professor Jones himself, with two 
colleagues, coal and power; Dr. Fenelon road transport; Pro- 
fessor Hallsworth rail transport and shipbuilding; Professor 
Daniels and Mr. Shimmin the textile industries, and so on to the 
extent of twenty-one such chapters in all. 

To suggest that a book of this authorship is disappointing 
may appear carping criticism. To many of the individuals it 
would be grossly unfair. Yet one cannot help wondering whether 
in the process of its compilation the editing committee did not 
suffer doubts. For the truth would seem to be that a report on 
this scale must almost inevitably fall between two stools. It 
is too small itself to serve as a source book; the narrative of 
change and adaptation, covering in the case of most industries 
a dozen pages, is necessarily too brief and will add little or nothing 
to the knowledge of the reasonably well-read observer. On 
the other hand, the lists of sources of information are in some 
respects almost unnecessarily detailed. A researcher of ordinary 
intelligence need hardly be told in extenso that he must go to the 
Annual Reports of the Secretary of Mines for this information or 
that, or again that the Manchester Guardian Commercial and 
The Times Trade and Engineering Supplements will give him 
information (on no specified page of no specified issue) regarding 
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the pottery industry. The chief sources in official publications 
might well have been more briefly indicated and the less easily 
discoverable articles in less familiar journals recorded in more 
detail. Special supplements of The Times, the Daily Telegraph 
or the Manchester Guardian Commercial dealing with particular 
industries would appear almost entirely to have escaped record, 
though they afford in several instances the best sources from which 
to learn the opinions of those engaged in the industries concerned. 
Foreign studies of British conditions have also passed in a number 
of cases unnoticed. 

The success with which the individual authors have achieved 
the task of compression is very varied. Some, as Mr. Bossom on 
the building industry, have been overwhelmed by the recording 
of enactments. Of Mr. Bossom’s eleven pages, six are devoted to 
the titles of Acts of Parliament, two more to very brief summaries 
of the more important Acts, and a bare three to a narrative 
which can record little save the statistics of completed houses. 
Dr. Fenelon and Professor Jones and his colleagues, who share 
Mr. Bossom’s handicap of dealing with industries which have 
become a plaything of legislation, have likewise been driven 
mainly into the summarising of Acts of Parliament. Others, 
including Dr. Isserlis on shipping and Professor Hallsworth on 
rail transport, have contented themselves mainly with printing 
the chief statistics of their industries. Professor Hallsworth’s 
short essay is indeed a triumph of compression in which he manages 
to tell us not only something of British railways, but also, tres- 
passing surely outside the declared field of this volume, a little 
of the working results of the railways of all the other chief countries. 
But he achieves this at the expense of omitting any list of sources 
of further information, and his treatment of British railways is 
inevitably too short to be of real service to a serious inquirer. 

Others, however, and notably Mr. Orwin and Professor Ashby 
on agriculture, Mr. Shimmin on the woollen industry and Mr. 
McCallum on the iron and steel industry, have managed in the 
short space at their disposal not only to indicate the sources 
of further information, but also to give admirably lucid accounts 
of the way in which the depression has affected their several 
industries. But their success is, I feel, measured by the extent 
of their departure from the aim of the volume. For the chief 
criticism of it must be concerned rather with its intended scope 
than with the performance of those who have accepted its inten- 
tions. The researcher of twenty years hence (and it is he who is 
the ultimate beneficiary) would have little difficulty, even apart 
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from this volume, in knowing every comma in the Coal Mines 
Act of 1930, or the tonnage launched in each and every country 
in each and every year. But what he can never hope to know is 
just how the Coal Mines Act came to be passed in its present form, 
what were the motives which led the public opinion of the day to 
support the creation of National Shipbuilders Security Ltd., 
what was the complex of personalities which stood in the way of 
drastic reorganisation of the iron and steel industry. These, 
and not the statistics and enactments, are the evanescent elements 
which need to be captured and photographed for future inquirers, 
before the history of subsequent events has coloured our judg- 
ments and altered our perspectives. And these are the very 
elements which, save incidentally and by error, have escaped 


our photographers. 
Austin RoBINson 


Sidney Sussex College, 
Cambridge. 


Trade Unions and the State. By W. Mitne-Battey. (London: 
Allen and Unwin. 1934. Pp. 395. 12s. 6d.) 


TuE title of Mr. Milne-Bailey’s book may give a poor idea of 
its contents. The non-specialist might be inclined to say “I 
don’t think I want to read a bookful about the relations between 
Trade Unions and the State”; but if he thereupon left this book 
unread he would be making a mistake; for in the course of 
examining how these two institutions have got on together in 
the past and may chum up or fall out in the future, Mr. Milne- 
Bailey manages to give, almost in passing, a concise history and 
description of British Trade Unionism such as has never been 
bettered; a lucid account of the views men have diversely held 
and still diversely affirm of the nature, attributes, functions, and 
prerogatives of the State; and a most excellent recital in brief of 
the changing status and treatment of Trade Unions under the 
law of the land. So here within these covers are virtually four 
treatises, each of which is a gem in its way; one on Trade Unions, 
one on the State, one on Trade Unions and the Law, and one on 
what happens, and ought to happen, when the two collide or col- 
laborate. But it is not quite on this pattern that the author has 
built his book. He starts with collision; with what he calls “ Or- 
ganised Labour’s Challenge to the State”; and tells the story of 
strikes against the Government (or against the employers with 
one eye on the Government) here and abroad. At first blush 
it would seem a pity to start from the dog-fight angle; but per- 
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haps he was right; for it never does to forget that the Trade Union, 
however sublimated its purposes may become under the inspira- 
tion of shrewd and knowledgeable philosophers like Mr. Milne- 
Bailey, is by origin and nature a fighting organisation ready in 
the last resort to down tools and make trouble to enforce or 
defend what it regards as the rightful dues of its members. He 
begins, then, with conflict, and moves along through analysis 
and description to collaboration. The passing of scarcity, one 
gathers, has made it less necessary for the Trade Union to fight 
for subsistence and given it a wider mission in life. It is already 
one of the major collaborating institutions. It must become more 
important and positive still. The cry is for orderly development, 
for organisation, for concerted control; and Mr. Milne-Bailey 
foresees that further progress towards planned development 
will almost certainly take the lines indicated by the measures 
already passed in connection with London Passenger Transport, 
electricity generation, and radio broadcasting. We-are going to 
see great blocks of industrial activity pass under the control of 
semi-autonomous public corporations; and in this control the 
Trade Unions must make themselves responsible for much or all 
that directly affects the interests of the workers concerned. They 
might, he thinks, become wholly responsible for labour supply and 
discipline. That is not all the author has to say, but it will give a 
clue to his line of thought. In the course of his journey from 
the conflict-opening to the collaboration-ending he gives a most 
admirable account of the Trade Union; its aims and purposes, its 
group life and its internal problems, especially that of discipline. 
No one could be better placed for the writing of such a section 
(indeed, for the writing of most of the book) than the author, for 
he has been the head of the Research and Economic Department of 
the Trades Union Congress since 1926; he was Joint Secretary of 
the Mond-Turner Conferences in 1928-9, and it is he to whom we 
owe that unique and already classic source-book, T'rade Union 
Documents! In a further section he retells, with much new 
illumination, what wage-earners who sought to better their lot by 
combining together endured at the hands of Parliament and the 
Courts throughout the early phases of the industrial revolution— 
and in these latter days. Altogether an excellent book, written 
with great knowledge, with sound common sense, and with fine 
literary craftsmanship. Joun HILtTon 

1 This review was written before the recent death of Mr. Milne-Bailey, which 


will be deeply regretted by all who have known him personally or through his 
books. 
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A Century of Municipal Progress. Edited by H. J. Laskxt, 
W. I. Jenntnes and W. A. Rosson. (Allen and Unwin. 
1935. Pp. 511. 2s.) 


‘THis book sets out to survey the history of a hundred years 
of local administration and to examine the present position of the 
system. The initiative came from the National Association of 
Local Government Officers, on whose behalf we have edited the 
volume.” The editors go on to say that they have been 
‘‘immensely impressed with the width of vision and the energy 
with which this great Association appears to be conducted,” a 
tribute that everyone who knows anything about ‘“ Nalgo ”’ will 
be ready to endorse. But, considering whence this commenda- 
tion comes, it is as surprising as it is gratifying; for not only were 
the editors brought up (greatly to their advantage, it goes without 
saying) in the tradition of the late Professor Graham Wallas, 
who was very critical of the professions and their ways, but also 
at least one of them has been until recently in the habit of denounc- 
ing professional associations. Can it be that this opportunity 
of acquiring some first-hand knowledge has shown that the facts 
do not square with the theory ? 

The volume opens with two excellent chapters, one on condi- 
tions before 1835 by Professor Elie Halévy, and the other by 
Mr. J. L. Hammond on the social background of the following 
period. For the most part the remaining chapters deal with 
various aspects of local government administration; Sir George 
Newman, for instance, writes on health, Mr. Herbert Morrison 
on highways and transport and Sir Ernest Simon on housing. 
This is perhaps the obvious form for such a volume to assume, but 
it has its disadvantages. In the first place, each author is bound 
to tell a rather similar tale of expansion, and tends to equate 
extension of services with ‘“‘ progress.”” Secondly, it is difficult 
to ensure that each author does not describe over again the events 
which are of general relevance, and in fact this has happened. 
Weare told at least three times, for example (pp. 51, 163 and 189), 
with all the assurance of saying something new and important, 
that the Act of 1888 set up County Councils. When on p. 429 
we read of Edwin Chadwick, ‘‘ a former secretary of Bentham,” 
we wish that editorial supervision had been stricter, since Chad- 
wick’s career and relation to Bentham have already been described 
three times; in two places the famous remark about England 
wanting to be clean is quoted. Thirdly, it is not easy under this 
procedure to find a place for the really important and interesting 
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problems in the field of local government, since they are common 
to all the sections described. Professor Laski does succeed in 
bringing some of them into his valuable chapter on the committee 
system, where, for instance, he has some very interesting remarks 
on the relation between elected representatives and officials; 
but they do not receive in the book as a whole the attention which 
they deserve. There is, for example, no discussion of the rating 
system. 

Within the limited possibilities of the scheme, however, the 
book contains much matter that is valuable and useful to possess 
in this form. Mr. Jast’s chapter on public libraries is especially 
interesting. Sir Ernest Simon writes with his accustomed 
enthusiasm about housing; but since he is the last person to be 
complacent it is odd to find him saying that ‘“ the constant 
improvement in housing standards has now reached its goal,” 
and that “ all the requirements of a full and healthy life are met on 
the new housing estates.’’ Some people are not a little concerned 
about the social problems that have manifested themselves on 
these estates. Sir Josiah Stamp’s chapter on finance is very 
informative. Dr. Gilbert Slater’s chapter on poor relief puts the 
harshness of the principles of 1834 very much in the forefront ; 
since they form the main theme of his essay it is strange that he 
does not mention the Relief Regulation of 1930 which made a 
break with those principles. Also it is an unescapable inference 
from his remarks on p. 325 that he thinks that the second edition 
of Malthus’ famous book, which he miscalls the Theory of Popula- 
tion, was published just before 1821. At the end of the volume 
there is a Chronological Table of Local Government. It contains 
a column headed Publication of Books which had an influence on 
Social and Political Reforms. We find the following entries : 
1929 The Apple Cart (G. B. Shaw); 1933 The Shape of Things to 
Come (H. G. Wells); 1935 Brave New World (Aldous Huxley). 
Even if we refrain from questioning the influence which Mr. 
Huxley’s work has had upon social reform, we may point out in 
fairness to him that we need not limit our search for signs of his 
influence to the last few months, since the book was published in 
1932. 

A. M. Carr-SAUNDERS 

University of Liverpool. 
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Mechanisation in Industry. By Harry Jrrome. (National 
Bureau of Economic Research.) (London: Macmillan. 
1934. Pp. xxxi-+ 484. 15s.) 


MECHANISATION is a topic on which a statistical statement is 
a particularly valuable antidote to scaremongering, and to laisser- 
faire. Here, in Professor Jerome’s detailed figures, is a specific 
answer to those who would have us believe either that all labour 
is soon likely to be mechanised away, or that there is no need to 
consider mechanisation as a problem at all. He can show that 
the rate of mechanisation for the post-war years as a whole is by 
no means unprecedented, and that there are a great number of 
factors likely to limit the rapidity of mechanisation. But he is 
also able to show (page 22) that “ with high wages, restricted 
immigration, relatively low prices for capital goods and an 
abundant and easy capital market, the conditions for rapid 
mechanisation were unusually favourable,” in America, at least, 
in the (last) decade. 

These quotations are from the summary chapter conveniently 
placed first, but Dr. Jerome begins the main part of his book 
(Chapters III-V) with a survey of changes in mechanisation in 
the manufacturing industries, the non-manufacturing industries 
(including the amusement industry and “ household tasks ’’), 
and in the handling of materials. But, as a good statistician, 
he soon rallies (Chapter VI) to discuss the precise indices to use 
in order to measure change in mechanisation. The measure that 
appears most convenient is the ratio of the horse-power of the 
power equipment to the wage-earners employed. This measure 
enables significant comparisons to be made for different years 
and different industries. Chapter VIT and an Appendix (C) give the 
horse-power per wage-earner ratio for nine different Census years of 
141 industries or groups of industries, ranging from blast furnaces, 
with a ratio in 1925 of 47-29, to miscellaneous women’s clothing, 
with a ratio in the same year of 0-19. Clearly these wide differ- 
ences in mechanisation and capital equipment must influence the 
whole organisation of an industry. 

The value of Dr. Jerome’s statistical approach lies partly in 
the possibility it presents of verifying existing analytical assump- 
tions, partly in its power to delineate more precisely the nature 
of modern industrial structure. Let us consider in turn Dr. 
Jerome’s analytical, and his descriptive achievements. 

One of the orthodox assumptions about mechanisation is that 
while labour is displaced at the point of mechanisation, com- 
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pensatory employment is given by the machine-making industries. 
Like so much of economic theory, this assumption is of little 
significance unless we know the degree to which it is supposed 
to be true; in this case, the proportion of displaced labour that 
may be expected to be “‘ compensated ” by increased machine- 
making employment. Dr. Jerome has attempted to discover 
this in a chapter (VIII) on-the machine-producing industries, by 
estimates of the volume of employment in these industries and 
of the proportion of machine-making costs (including material) 
that goes to labour. He reaches the conclusion that in the 
U.S.A. only about half a million workers were taken on for 
machine-making between 1899 and 1927, in compensation for 
two million displaced by machinery, at the lowest estimate. Dr. 
Jerome, however, does not tackle the assumption as to a further 
source of compensatory employment—namely, the increased out- 
put due to lowered prices made possible by the cheapness of 
machine production. But he does inquire in a final chapter (X) 
into the rapidity with which compensation or absorption of any 
sort may occur, and he is able to quote a number of realistic 
studies of the history of displaced men. In general, Dr. Jerome 
(p. 387) “does not find convincing the evidence or theoretical 
arguments sometimes advanced to demonstrate an inherent 
tendency for mechanisation to create an ever larger permanent 
body of unemployed. . . . The element of truth in this charge 
against the machine lies in the fact that there is a lag in absorp- 
tion, and consequently the more rapid the displacement, the 
greater, probably, is the pool of at least temporarily unemployed 
workers.” 

As a means of description, statistics have the power of pre- 
senting the typical case in summary form. Dr. Jerome’s figures 
certainly add materially to our knowledge of modern types of 
industrial structure and their general trend. Particularly inter- 
esting is the measure (p. 211) of the disintegration of the pro- 
duction of primary power from the normal activities of a factory ; 
the curves (pp. 306-315) of growth in the use (and often disuse) 
of particular mechanical devices; and the calculation (p. 274) of 
the large proportion of hand workers still remaining in industry. 
An attempt is also made to correlate (pp. 263-267) high mechan- 
isation with large size of organisation. A more significant 
coefficient might have been obtained, if the attempt had been 
made to show that industries with higher horse-power per man 
tend to be those containing larger plants. 

All these statistical determinations were confined to the 
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United States; but with our greatly improved Census of Pro- 
duction for 1930 and our excellent Census of Occupations and 
Industries, it would not be difficult for some of Dr. Jerome’s 
calculations to be duplicated for England. Dr. Jerome, however, 
has greatly increased the value of his work by ad hoc inspections 
of factories, interviews with business men, and questionnaires 
sent to them on specific problems arising in the course of the 
inquiry. Certainly his book should inspire English economists 
of the statistical school of thought. In exploration of all relevant 
paths to its objective, in answering so many of the questions 
raised in the reader’s mind, in careful explanation of the methods 
pursued, and in the comprehensiveness of its scope, this book is 
indeed a model of statistical inquiry. 
P. SARGANT FLORENCE 
University of Birmingham. 


Social Planning for Canada. By The Research Committee of 
the League for Social Reconstruction. (Toronto and London: 
Thos. Nelson and Sons. 1935. Pp. xvi-+ 528. 18s.) 


Tuts book appeared just before the recent Canadian Federal 
elections. The League for Social Reconstruction, which was 
responsible for its preparation, is sometimes known as the “‘ brain 
trust’ of the C.C.F. Party. (The Co-operative Commonwealth 
Federation Party is democratic-socialist, and attempts to appeal 
to urban proletariat, rural co-operatives, and Fabian intellectuals 
among others.) The book is thus, despite its great length, by 
way of being a political tract. It represents an effort to adapt a 
type of socialistic thought, strongly influenced by the G. D. H. 
Cole school in England, to the peculiarities of Canadian social 
and economic conditions. 

For all this, it is a book that should be read by any who are 
taking an interest in Canadian affairs. This is not because it 
represents a quantitatively important body of thought in Canada 
—indeed, the elections showed that the most radically minded 
section of the country definitely preferred to try a dose of social 
credit and to reject all C.C.. candidates. The book’s importance 
arises rather from the fact that here, at least, whether you like 
the point of view or not, is an attempt to describe the Canadian 
body politic and economic, and to offer a remedy, or a consistent 
set of remedies, for its unhappy state. It can be classed as one 
of the four or five serious books devoted to these general matters 
which have come out in the last decade ; and of them it is much the 
most comprehensive. 
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The book is divided into two parts. In the first there is a 
survey and analysis of the “present system.” The authors 
come to bury, not to praise it. A century of progress, it is 
argued, has by no means ushered in the millennium, monopoly 
has permeated the economic system, the price-mechanism of the 
Canadian market is not that envisaged by the proponents of 
laissez-faire, the farming community gets the short end of the 
stick, governments have been called on to intervene in one 
sphere after another, and the whole is honeycombed with in- 
efficiency. The second part of the book is devoted to explaining 
the way in which social planning can remedy the situation, and 
how such planning can be evolved and made effective. The 
nature and necessity of the socialisation of industry are set forth. 
The special problems of money, banking, investment, taxation, 
fiscal policy and foreign trade receive attention. Labour, health, 
welfare and housing problems are described and discussed. Agri- 
culture and the distributive services receive chapters to themselves. 
And, lastly, the book passes to the political matters of party 
politics, the constitution and Canadian foreign policy. 

The book is well documented. It is thus disclosed that a 
great deal of reliance has been placed upon the evidence produced 
before recent royal commissions and parliamentary committees. 
This is a dangerous source; for the depression has called forth 
more venom than veracity. However, while the writers of the 
book have naturally tended to use materials suited to their purpose, 
they seem to have been sufficiently discriminating to keep the 
more poisonous matter even out of their purple passages. 

Neither the text nor the index suggests that the authors have 


read Marx. 
A. F. W. PLUMPTRE 


The University of Toronto. 


Beitraege zur deutschen Politik und Wirtschaft, 1900 bis 1933. 
Von GEorG SOLMSSEN. (Muenchen: Duncker und Humblot. 
1934, 2vols. Pp. 919.) 


THE author of these essays and addresses, published or 
delivered from 1916 to 1933, was Managing Director of the 
Diskontogesellschaft, and afterwards of the combined Deutsche 
Bank and Diskontogesellschaft. 

A first political part deals with Germany’s relations with 
England, with the issues of the German revolution, with German 
public finance, and in particular with the various reparation 
plans and their likely repercussions on German life. A second, 
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more technical, series is dedicated to banking, to the relation of 
banks and industry—one paper reveals rather interesting details 
about the Diskontogesellschaft’s activities in the Rumanian 
oil industry—to foreign credits, to the part banks have played in 
German business life, to the position of the Reichsbank and to 
the crisis of 1931 and its lesson. A third section is mainly legal, 
discussing, amongst other things, the reform of company law. 
A fourth and last section contains six essays on agricultural 
problems seen from a banking point of view by an author con- 
vinced of the need for greater self-sufficiency in food supplies. 
Re-publications are apt to fall flat when the events with which 
they dealt have passed. But though these imposing volumes 
contain few facts which could not be culled from other sources— 
apart from the sidelights thrown on the Rumanian oil industry— 
Dr. Solmssen has put the future writer of German economic 
history under considerable obligation. For he saw affairs from 
the point of view of the big business men who played such an 
important part in these fateful years. As his cultural outlook 
was wider than theirs, and his attitude frequently disinterested 
and even idealistic, his testimony is of particular value. He was 
not driven by that blind cupidity which made many captains 
of industry imagine that the world could be run by the rules of 
the counting-house. His protest against Rathenau’s famous 
dictum “economics are the destiny ” was justified, though he 
completely misunderstood this very curious man, who was not 
so much a crafty -business-logician as a rather chilly mystic, 
whose wonderful flow of seemingly clear words barely covered a 
mass of mutually destructive notions and emotions. Dr. Solms- 
sen’s book accurately reflects the motives and prejudices with 
which the best of the captains of industry approached the 
problems of the time and sought their solution; even now he 
subscribes to their main tenet, that inflation was inevitable. He 
shared their pathetic yearning for equality with the great Powers 
of the West, especially with England, which made so many of 
them forget Germany’s own achievements, which were in no 
need of being measured by foreign standards and could easily 
have stood on their own merits. He felt their bitter hatred of 
the socialists, whom he held responsible for the German break- 
down. Not even to-day does he recognise the great services 
rendered to Capitalism by the German Socialist Party and the 
German Trade Unions in the winter 1918-19, when they prevented 
the triumph of Communism. It might have been wiser and more 
generous not to re-publish attacks against opponents who can 
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no longer reply. But Dr. Solmssen has been right in neglecting 
such niceties, for otherwise he could not have reproduced the 
atmosphere in which he and his business associates moved. The 
leading industrialists—Stinnes, not Rathenau, was their true 
representative type—made a good many speeches in those days, 
the influence of which was very great. Unfortunately, they have 
not been republished, and the primitive naiveté of their economic 
reasoning (which does explain why German capitalism has been 
on the down grade ever since) has been forgotten. 

Dr. Solmssen’s speeches and essays contain a kind of refined 
extract from these views. By reproducing them he has given the 
world an accurate mental portrait of an important section of big 


business in Germany in the post-war period. 
M. J. Bonn 


The Social Economy of the Himalayans. By S.D. Pan. (London : 
George Allen and Unwin. 1935. Pp. 264. 15s.) 

Indigenous Banking in Ancient and Medieval India. “By BrisK1- 
SHORE Buarcava. (Bombay: Taraporevala. 1935. Pp. 
vii + 313. Rs. 10.) 

The Reserve Bank of India Act 1934 with Notes and Comments. 
By A. Ramatya. (Madras: The Law Printing House. 
1934. Pp.iv + 231. Res. 5.) 

Imperial Preference vis-a-vis World Economy. By BENoy KUMAR 
SaRKAR. (Calcutta: Ray-Chowdhury & Co. 1934. Pp. 
iii + 164. Rs. 5.) 

Conflicting Tendencies in Indian Economic Thought. By Sup 
CuanpDRA Dutt. (Calcutta: Ray-Chowdhury & Co. 1934. 
Pp. vii + 225. Rs. 5.) 

Mr. Dutt in the last-named work has provided his readers 
with a very useful bibliography of the increasing number of books 
and journals dealing with economic questions which are being 
published by Indian writers since the close of the nineteenth 
century, but one notices the absence of any works relating to 
what may be described shortly as economic geography. Kcono- 
mic conditions vary greatly in different parts of India, and 
without full and accurate accounts of the existing social economy 
of definite areas, it must be difficult to plan a campaign for social 
betterment. We therefore welcome Dr. Pant’s book on The 
Social Economy of the Himalayans, in which he gives us a scholarly 
and reliable description of the life and labour of the people 
belonging to the Himalayan district of Almora in the United 
Provinces. The district is interesting from many points of view, 
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and its characteristics are altogether different from those of the 
submontane region or of the Gangetic plain. Dr. Pant is an 
inhabitant of the district, and his work is based mainly on first- 
hand inquiry, while his economic training has enabled him to 
eschew allirrelevant matter. It is to be hoped that the excellent 
example set by Dr. Pant will be followed for other areas in India 
by qualified Indians with the requisite opportunities. 

Mr. Dutt’s bibliography also illustrates how, in the last 
decade or so, banking and currency problems have largely (and 
quite rightly) engaged the attention of Indian economists. The 
economic progress of India is admittedly dependent on the 
growth of a sound and widespread banking system. For this 
purpose it is important that the indigenous banks which serve 
the day-to-day need of the commercial and agricultural classes 
should be guided by good and healthy traditions. A study of 
the earlier history of Indian banking is therefore by no means 
an unprofitable task, and we are glad that a beginning in this 
direction has been made by Mr. Bhargava in his work on In- 
digenous Banking in Ancient and Medieval India. The author 
has quoted many passages referring to this subject in the Hindu 
dharma-sdastra (legal text-books) and in the writings of European 
travellers to India. But these, after all, afford only indirect 
and, in most cases, only a vague testimony to the actual practice 
of banking in the pre-British period, and we hope that future 
workers in this domain would be able to utilise documents which 
must still survive in the records of hereditary banking families 
in India and in the archives of Indian states. For another 
aspect of the same question—the constitution and powers of the 
recently established Reserve Bank of India—Mr. Ramaiya has 
provided’ a very useful compendium in his annotated edition of 
the Act of the Indian legislature which set up the Bank. The 
value of the work is enhanced by extracts from Indian official 
documents and relevant references to the constitution of the 
United States Federal Reserve Banks. 

In his work on Imperial Preference vis-a-vis World Economy, 
Mr. Sarkar gives a detailed account of the circumstances that in 
his opinion justified the Government and the legislature of 
India in concluding the Ottawa Agreement of 1932. The argu- 
ments are full and well-reasoned, and are copiously illustrated 
by figures and charts. Several books and pamphlets have 
appeared in India, at the time and subsequently, condemning 
the policy of the Indo-British Trade Agreement, and it is satis- 
factory to have in Mr. Sarkar’s book a realistic presentation of 
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the opposite point of view from the pen of an independent 
economist. That Mr. Sarkar, who is a vigorous as well as prolific 
writer on the present-day economic problems of India, is not 
afraid of propounding views which run counter to those held by 
a large section of Indian politicians, is clear from the contents 
of Mr. Shib Chandra Dutt’s book, Conflicting Tendencies in Indian 
Economic Thought. We have already referred to the bibliography 
included in this book, but its main thesis is to present to the reader 
a summary of the contrasted economic ideas and ideals of Ma- 
hatma Gandhi and Professor Sarkar. | As Mr. Dutt acknowledges, 
the Mahatma does not profess to be an economist, but he has 
undoubtedly influenced the economic conceptions of his numerous 
followers. Though Mr. Dutt is obviously in sympathy with 
the modernist views of Professor Sarkar, he has, so far as we 
can judge, furnished a fair presentation of the doctrines enunciated 
by Mahatma Gandhi. 
Guapys M. CHATTERJEE 


Documents on International Affairs, 1934. Edited by J. W. 
WHEELER-BENNETT and 8. Heap. (Oxford University 
Press. 1935. Pp. xvi + 546. 25s.) 

Last year’s issue of this invaluable collection of material 
opened under the rubric of “‘ General” with 138 pages on World 
Economic Affairs. In the present volume, covering the events of 
1934, pride of place is yielded to the League of Nations, and after 
that to “‘ Disarmament and Security.” Only on page 192 do we 
reach World Economic Affairs, to leave them again after 80 pages, 
for the remainder of the book is devoted to documents, mainly of 
a political character, arranged under individual countries. The 
Editors explain the small amount of space devoted to the economic 
side of international affairs by remarking that they only feel at 
liberty to include ‘documents of general politico-economic 
interest rather than those of purely economic or commercial 
importance.” The politico-economic documents thus picked out 
for the present volume deal (1) with War Debts (20 pages), 
(2) with the monetary policy of the United States (22 pages), 
(3) with the financial policy of the countries forming the Gold 
bloc (2 pages), (4) with British monetary policy (2 pages, being an 
extract from Mr. Chamberlain’s speech in the House of Commons 
in December 1934), (5) with the foreign debts of Germany (34 
pages). 

This selection of material reveals the existence of a problem. 
That only 80 pages out of over 500 in a volume of material on 
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international affairs should be devoted to economic matters is in 
itself unsatisfactory; that the material should be so unevenly 
divided in proportion to the importance of the underlying issues 
is still more unsatisfactory. This is not intended as a reflection 
on the Editors, who have made the best of a difficult job. 
“Happy is the land,” it used to be said, ‘“‘ that has no history.” 
The adage unfortunately does not apply to the world economic 
system or, to speak more precisely, to world economic affairs. 
There are large tracts of those affairs, acquaintance with which is 
undoubtedly of importance to students of international politics, 
that are as yet uncharted by the contemporary historian. In some 
cases, indeed, he would very likely encounter a ‘‘ No Thorough- 
fare’ sign if he attempted to survey them. Some of these 
tracts might be labelled ‘‘ Private ” by the lawyer or even by the 
political scientist ; others, such as those controlled by the Central 
Banks, can hardly escape the description of “‘ politico-economic.”’ 
Both, however, are occupied by men who, whatever their formal 
titles, are, in the true sense, public figures. It is to be hoped 
that some day there will be a breach in the barrier of professional 
reserve which keeps so much of their operations hidden from the 
eye of the public. Then perhaps, in some form or another—it is 
premature to consider how—the gap in this annual volume will 
be closed, or “ politico-economic affairs’ may even have a 
separate volume for themselves. It would not be the less impor- 


tant of the two. 
ALFRED ZIMMERN 


New College, 
Oxford. 

















NOTES AND MEMORANDA 
ANOTHER FUNDAMENTAL OBJECTION TO DAISSEZ-FAIRE 


Mrs. RosBInson has raised an interesting objection to the notion 
that perfect competition tends to secure the economic maximum. ! 
I propose to refer to another, which, with respect, I claim to be 
still more fundamental. 

The system in its pure form has two basic principles. It 
secures that each commodity is debited with the sum of the values 
of the services required to produce it; and it secures that each 
agent of production is paid the value of his service. The advan- 
tages of the former arrangement in securing the optimum distri- 
bution of productive resources are well known and Ff have nothing 
to add. What, I wish to ask, is the economic justification of the 
second arrangement? In practice it may often be difficult to 
have the former without the latter; but socialists have proposed 
such a plan; it should not in principle be beyond the powers of 
scientific costing to secure it; it is of interest to ask whether any 
economic loss (or gain) would occur if each agent ceased to be 
remunerated on the value of service principle. 

Professor J. B. Clark in a well-known passage * defended the 
free system on the ground that it secures for the individual the 
product of his work. This, however, is only a defence if it is 
premised that he ought to haveit. Locke regarded proprietorship 
of the product of labour as a natural right. But that is an ethical 
opinion. What we are seeking is an economic justification. 
Have the sponsors of the free system implicitly assumed this 
ethical doctrine? Whether they have or not, I believe that they 
have also had in mind an economic justification, that is in fact 
fallacious. 

This justification is that paying a man the value of his product 
will enable him to do the right amount of work, viz. that, the 
marginal disutility of which is equal to the marginal utility of his 
product. It is true that this equation cannot often be realised in 
practice, since the division of labour and our consequential 
elaborate methods of production have deprived most partici- 
pants in the system of the liberty to vary the amount of their 


1 Vide Economic Journaz, September 1935. 
2 Vide Distribution of Wealth, Ch. 1. 
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work ; for these the alternatives are no job or a job of given inten- 
sity and duration. None the less the thesis is worth examining, 
if only to know whether this rigidity in the real world is to be 
deplored. Moreover, there is still a considerable sphere in which 
some choice is possible, partly through piece-rate systems in the 
factory, and also, more important, among the wealthier entre- 
preneurial and professional classes. Professor Pigou takes the 
thesis seriously, for one of his criteria of a sound taxation system 
is that it should cause people to work not less, and in certain 
circumstances neither more or less, than they would do in its 
absence. He reaches the conclusion that for the latter case an 
equal sacrifice tax is required to satisfy his criterion.} 

The principle may be regarded as the modern analogue of that 
by which Crusoe regulates his amount of work. He would be 
well advised to assess the fruits of his toil accurately in order to 
equate marginal utility to marginal disutility. But the modern 
situation differs in an essential respect from that of Crusoe. 
In the nature of the case Crusoe receives the whole product of 
his work, for there is no one else to receive it. The effect of his 
work is the creation of certain commodities available for himself 
and no one else to enjoy. Consequently it is proper to assess 
his justification in incurring the disutility of work Ly reference to 
the utility to him of his product. In the modern case the effect 
of an agent’s work is to create commodities available for himself 
or others. To suppose that the agent is himself the recipient of 
the product in order to assess the utility of his work, and hence 
infer the most economically expedient method of paying him, 
would involve petitio principi. The effect of the agent’s work 
considered in and by itself is not the creation of so much utility 
for him, but only so much utility in abstracto. If the utility is 
assigned to him, that is an additional act and in no way necessarily 
linked to the act of production. The act of production must be 
justified by its own consequences, viz. the creation of utility 
in abstracto, and not by those together with the enjoyment by 
him of the utility, since this enjoyment is not the necessary result 
of the act of production whose justification is in question. 

How can the utility in abstracto be measured? Three possi- 
bilities may be considered. The basic fact is that there are 
certain additional commodities enjoyable by the community 
in accordance with any principle of distribution that it chooses 
to adopt. 

1. An attempt might be made to measure the utility to the 


1 Vide Professor Pigou, Public Finance, pp. 33-34 and 107. 
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actual consumers of the commodities. The objections to this 
are, (i) that since the method of distribution (method of payment 
for work) is undetermined, an infinite variety of possibilities would 
have to be considered (though no doubt these could be reduced 
to certain broad classes), (ii) that widely different results might 
ensue according to the type of commodity considered (working- 
class goods, luxuries, etc.) with consequential difficulties in 
reaching any general principle of payment applicable in all cases, 
and (iii) that the procedure involves comparing the utility to 
one individual or set of individuals, the consumers, with that 
accruing to another, the agent. 

2. A consumer might be singled out by reference to certain 
defined circumstances in which he was placed (e.g. mean or modal 
income) and treated as representative of the community. The 
objections to this are, (i) the obviously inherent difficulties in 
defining the representative, including the arbitrary assumptions 
which would have to be made, and (ii) the same as (iii) supra. 

3. The agent might himself be regarded as the representative 
member of the community. This is the only method of obviating 
the difficulty which recurs in the other two possibilities, viz. 
that of comparing the utility, positive and negative, to different 
individuals, but has an objection of its own which is more radical 
than any of the others so far mentioned. Until the method of 
payment, the quesitum, is determined, the size of the income 
of the agent is also indeterminate; but the utility of incremental 
commodities is dependent on the size of his total income and is 
therefore itself quite indeterminate. The procedure is therefore 
incapable of yielding any specific result, unless some assumption 
is made with regard to the mode of payment to the individual, 
involving petitio principi. This objection does not lie against 
the other two methods of measurement considered, since the total 
income of the community may be regarded as given independently 
of the method of payment to the particular agent, differences in 
which would make too small a difference to the income of the 
rest of the community to have an appreciable effect upon its rate 
of marginal utility. 

If the objection of the purists to comparing the utilities to 
different individuals stands, then the question how much work 
an individual is economically justified in doing becomes meaning- 
less and nonsense. It is a question which can in principle have 
no rational answer. And if this conclusion offends common 
sense—surely there must be some reasonable distribution of the 
day between work and leisure by reference to the results of work— 
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that offence is a necessary consequence of the purists’ disallowal 
itself. It is the logical corollary of their standpoint. (It is, 
of course, assumed throughout that they cannot bring to their 
aid the ethical principle that a man ought to be given the fruits 
of his toil.) If the purists’ objection is not allowed to stand, 
then the question how much work the individual ought to do 
ceases to be meaningless, but there are appalling difficulties in 
giving a precise answer, as indicated above. 

This, however, is not the end. Although no answer can be 
given to the question how much work an individual ought to do, 
if comparison is disallowed, something may be said about the 
comparative amounts he ought to do in different circumstances 
that bears on the laissez-faire method of payment. Suppose 
an individual capable of two different kinds of work, the value of 
one of which per hour, for any number of hours, is greater than 
that of the other. Suppose the disutility is the same to the indi- 
vidual. This may be tested objectively by setting him first to one, 
then to the other, giving him the same hourly rate of pay for each 
with free disposal of his time and observing the amount of 
time he devotes to each. If, when the same rate of pay is given 
for each, and, whatever that rate of pay may be, he devotes the 
same amount of time to the one as to the other for any specific 
rate of pay, the disutilities of the two to him are equal. The 
utility in abstracto of the product of the former may unequivocally 
be pronounced to be greater than that of the latter.1 Suppose a 
device which alternatively closed each line of occupation to him. 
Then it is clear that, though we cannot say how much he ought 
to work at either, he ought to work harder when the former is 
open to him than when the latter is. For the marginal disutility 
of n hours is the same in each case, but the utility is unequivocally 
higher in the former. By this device we have reached a conclusion 
about the right relation of the comparative amounts of work 
without comparing different individuals. It rests solely on a 
comparison of the disutility to the same individual in each case 
and a simultaneous comparison of the utility to another 
individual, without the necessity of ever bringing this disutility 
and this utility into comparison with one another. 

But what will the agent actually do in conditions of laissez- 
faire? On the assumption of the inelastic demand for a liveli- 
hood in terms of effort, he will work less hard when the former 
line is open to him.? Thus it is highly probable that laissez-faire 


1 Since its value is greater; perfect competition is assumed, as is proper in 
an analysis of the effects of laissez-faire. 

® This assumption is strongly supported by common sense and introspection. 
It is universally supposed that with increasing affluence some slackening of toil 
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produces a result opposite to that required. This conclusion, that 
the more favoured in this world may find it possible to get off with 
too little work, is a veritable truism, albeit one which the pro- 
ponents of laissez-faire have been inclined to deny on the 
fallacious grounds which we have examined. 

The criterion of getting the right amount of work done requires 
a system that would be wholly inadmissible on other grounds, 
viz. lower hourly rates for more valuable work. While getting 
the relatively correct amount from those actually engaged in 
various occupations, it would cause a most vicious misdirection of 
occupation, in fact a flight from valuable work. No socialist 
state, however rigorous the enslavement of the individual, 
could afford not to pay better rates per hour for more valuable 
kinds of work. There is an irreconcilable conflict between the 
criterion of getting the right amount done and the criterion of 
getting the right direction of work. A compromise seems de- 
sirable, which must be tilted, however, in favour of the second 
criterion. Better rates must be paid for more valuable work. 
The principle of laissez-faire errs in not allowing the economic 
desirability of a compromise at all. Progressive rates can be 
given for more valuable work without going to the length of 
giving the whole value of the product. The problem is to find 
a system which will give sufficient stimulus to the performance 
of valuable service without allowing the beneficiaries to become 
“‘ the idle rich.”’ 

In the real world a most valuable device for securing this re- 
sult has, in fact, been evolved, namely, institutions (including 
firms) with their integrated “‘ jobs ” (vide sup.). The institutional 
method, with its rigidities so abhorrent to laissez-faire, has made 
a partial resolution of the conflict possible. This conflict is so 
serious that it makes it doubtful whether the liberty to vary the 
amount of work done should be retained, except where the nature 
of the work makes such liberty desirable for efficiency or where the 
work is largely its own reward (science, the arts, etc.). Institutions 
are able to combine the best of both worlds. They can provide 
a generous progression for superior skill, whilst at the same time 
securing that highly skilled individuals are not allowed to slack. 





and increase of leisure, and not the opposite, is desired. The view that, were 
individuals identical in temperament and needs, equal sacrifice would require 
progressive taxation implies it. Of a proposition of Sidgwick’s which assumes it, 
Professor Pigou writes, ‘‘ I suggest, therefore, that . . . Sidgwick’s instinct was 
a true one ” (Public Finance, pp. 110 and 112). I cite also the statistical evidence 
supplied by Professor Paul Douglas in his Theory of Wages (chaps. 11 and 12). 
Cf. R. F. Harrod, ‘“ Notes on Progressive Taxation and Equal Sacrifice,”’ 
Economic JouRNAL, December, 1930. 
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The piece-work system of rewarding wealthy people, living on 
as it does in directorships, company promotion, etc., is notoriously 
the home of abuses. Even the professions have generated tacit 
codes and methods of supplying work which embody the advantages 
of the institutional system. It is difficult for highly paid barristers, 
doctors, etc. to work at half-pressure without forfeiting even that 
part of their practice which they would wish to retain. The method 
may, however, become an abuse when it spreads into spheres 
which should be exempt, for reasons already given, as when 
authors wishing to earn a livelihood have to make special efforts 
to keep themselves continuously in the public eye. 
R. F. Harrop 
Christ Church, 
Oxford. 





Tne Pareto LAW AND THE DISTRIBUTION OF 
INCOMES IN INDIA 


§ 1. In the December issue of the Economic JOURNAL, Professor 
G. Findlay Shirras examines the validity of the Pareto Law by 
reference to Indian income-tax statistics, and arrives at certain 
conclusions as to fact and theory which invite comment. Empiri- 
cal “laws” like the one under discussion need to be treated 
with a certain degree of indulgence, especially in the field of 
socio-metric studies. Dr. Pearl’s Logistic Curve of population 
growth, e.g., is not capable of universal application, and yet it 
has earned a certain status in the domain of pure biology by 
reason of a prima facie appearance of reality about it. Its 
wholesale application, however, to modern human populations, 
influenced by numerous artificial social factors such as birth 
control, can hardly be successful. In the present case, the 
question whether a parabolic curve or the Pareto Line would give a 
better fit is clearly one for statistical investigation. In so far, 
however, as the presumption of universality is used to belittle 
any attempts at reduction of inequality of incomes, such a 
presumption may be claimed equally well for both the modes of 
fitting. If, e.g., a known parabola were really to represent the 
logarithmic (or the non-cumulative) distribution of incomes over 
a given range, all the arguments which Pareto urged in his earlier 
speculations against the movement for equalisation might equally 
well be adopted by a die-hard empiricist. Therefore, the counter- 
speculation of a parabola in this connection is no answer to 
Pareto’s Law. On the other hand, empirical evidence, such as 
that the index of distribution varies from place to place, or that 
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changes in fortunes initiated by trade cycles or by secular move- 
ments give the curve a different bias from year to year or over 
long periods, is of greater significance and, in fact, completely 
negatives the practical value of the law. From the viewpoint of 
distribution and the theory of public-finance, the material facts 
to be considered are, firstly, whether the particular curve or line 
ideally fitted into the data has a fixed and immutable bias, and, 
secondly, whether it is of any practical value in estimating by 
means of interpolation and extrapolation the elements of evasion 
and over-taxation in the available figures. It is quite clear that 
the Pareto Line fulfils neither of these two expectations. 

§ 2. Thus we ourselves are not much enamoured of the so-called 
Pareto “ Law.” However, the facts which strike us in regard to 
the present inquiry of Professor Shirras are : (i) that whatever be 
the theoretical drawbacks of the Pareto Line and whatever be its 
other empirical disproofs, the data presented by Professor Shirras, 
at any rate, do not contradict it; and (ii) that his extension of the 
law for interpolation and extrapolation, based on an admittedly 
unjustified application by Sir Josiah Stamp (which, by the way, 
Pareto himself never suggested), is altogether question-begging. 
Professor Shirras has given five Graphs of the Paretian variety to 
represent Indian income-tax and super-tax statistics fo~ several 
years. All the Graphs, except Graph I, are clearly prima facie 
linear; it is by Graph I alone that his case stands or falls. To 
base the refutation of the law on the slender evidence of a single 
sample would be, in any case, unfair. Moreover, if Professor 
Shirras is interested in the question of fit, the proper course is 
to find out the relevant mean and standard deviations for the 
Pareto Line, before passing any judgment as to non-linearity. 
As a matter of fact, even in the case of Graph I, the linear fit is 
quite good, while the excellence of fit for the other Graphs may 
well be taken for granted. We give below the constants of the 
Pareto Line in the former case. 

The line is Y = —1-579X + 0-00037, where Y and X are 
logarithms measured from their means. 

— 19; & _ 9.49 = 1-582; 6 = 1-579. 
da* 
S(Y — Y’) = 0-0545. Y’ = 4-418 = mean deviation. 


— 3s 


d 


ed 


ft S(Y — Y')? = 0-006 = standard deviation. 


Again 5 per cent. value of b = 0-9089, and 1 per cent. value 
of 6b = 1-1172. 
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The value of b (= 1-579) being greater than the 5 per cent. and 
1 per cent. values, and especially in view of the small values of 
mean and standard deviations, there is no doubt that linearity is 
adequate. In this connection, another point to be noted is that 
the parabolic appearance of the curve is to a large extent due to 
the “end” data, which are of secondary significance in such 
estimations. It must be admitted that plotting on a logarithmic 
scale considerably compresses the error. This is obvious since 
dy = y d log y, and the compression would be proportional to y, 
which here is very large. The result is that, though regression 
on the logarithmic curve is linear, it does not follow that Pareto’s 
equation would reproduce the actual data with any accuracy. 
The use of the Pareto Line for prediction would, therefore, be 
extremely precarious. It must have been a very happy coinci- 
dence indeed that Sir Josiah Stamp could make such a blind hit 
on his ‘“‘ £5000 fraternity.”” What is surprising, however, is that 
Professor Shirras should realise this (see his article, p. 667) and 
still insist on using the Paretian proposition for inter- and extra- 
polation in an unwarranted manner, and this to disprove the 
“law ” itself! Professor Shirras’s argument is that if Graph I 
is not linear, Graphs II and III too are not linear, inasmuch as 
these latter resemble it as regards some of the points. However, 
this line of thinking might well be reversed, and it might be 
asserted with as much truth that if Graphs II and III are, as they 
look, linear, Graph I too cannot be non-linear! Professor Shirras 
further tells us that the Provincial income-tax data for 1928-29 
and 1929-30 also yielded results similar to the all-India figures, 
that there also the curves were found to be parabolic. Now, this 
is not a matter for surprise, in view of the fact that the all-India 
figures show the average effect for 1929-30. At the most, such a 
conclusion would only suggest that the degree of inequality was 
fairly well distributed among the various Provincial populations. 
§ 3. The super-tax data are definitely linear, and yet Professor 
Shirras maintains that ‘this is merely superficial when one 
remembers that : (1) this is the final end of the income distribution 
curve; (2) the data are much compressed in a double logarithmic 
scale, and (3) the evasions calculated in Appendix IT are impossibly 
high.” The fact that the super-tax data are the final end of the 
distribution curve cannot be urged if the curve fitted into the 
Pareto Line, but only if it did not. Secondly, the data are 
bound to be “much compressed in a double logarithmic scale,”’ 
but it is a double logarithmic scale which is under consideration, 
and it is on this basis that Professor Shirras is out to disprove the 
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Pareto Law. The third objection that the evasions are impossibly 
high is, if not an over-generous compliment to the Indian tax 
authorities, at any rate a mis-application of the Pareto Law. 
In the present case, apart from the general objection in the last 
paragraph, inter- and extra-polation have to be cautiously em- 
ployed to find out evasions and over-assessments, for (1) if there 
is gross evasion in certain ranges, there is likely to result by 
reference to the relevant Pareto Line gross over-assessment in 
other ranges (which would indeed be a reflex of the former), 
i.e., assuming the validity of the Pareto Law, and (2) especially 
as higher incomes are involved in the super-tax figures, even 
slight error would reveal an incredibly large element of evasion 
or over-assessment. 

§ 4. To summarise. Firstly, whatever be the other disproofs 
of Pareto’s Law (and they are many), Professor Shirras’s data do 
not contradict it. Secondly, the impossibility of evasions is no 
argument against the law, for the interpolation itself is unwar- 
ranted. As regards the general conclusion that the Pareto Law 
does not hold, we would direct the reader to Professor Pigou’s 
Economics of Welfare, where all that need be said has been said. 


Benares Hindu University. B. P. ADARKAR 
Indian Statistical Institute. S. N. Sen Gupta 





FEDERAL—PROVINCIAL FINANCIAL RELATIONS 
; IN CANADA 


ImporTANT changes in the financial relations between the 
Federal Government and the provinces have occurred in recent 
years. Disputes over natural resources have largely been settled, 
and new problems arising out of the depression have led to further 
extensions of loans, guarantees and grants-in-aid, as well as 
changes in jurisdiction. 

The first controversy to be taken up since the close of 1927! 
related to the reconveyance of certain lands from the Dominion 
to British Columbia. A single commissioner was appointed to 
hear the arguments of the contending Governments. In the 
report presented in February 1928, he concluded that the pro- 

1 For a much more complete account of the history of the subject up to 1927, 
see A. W. Boos, The Financial Arrangements between the Provinces and the 
Dominion. MacMillan, Toronto, 1930 (McGill University Economic Studies, 
No. 12). A compact review written by Professor R. A. MacKay will be found 


in the Appendix to the Report of the Royal Commission, Provincial Economic 
Inquiry. King’s Printer. Halifax, Nova Scotia, 1934. 
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vince could not rely “on any legal right to claim the return of 
any lands conveyed ”’ (p. 23), but in order to place the assets 
of the Government of British Columbia on an equal footing with 
those of the older provinces which had been given full ownership 
of Crown lands at the time of confederation, he stated: ‘‘I am 
firmly of the opinion that the Government of Canada should 
consider the request of the province from the standpoint of 
fairness and justice .rather than from the strictly legal and 
contractual position” (p. 27), on the general principle that 
“where grievances exist they should be remedied if possible, 
even if the remedy is not in accordance with the statute law ” 
(p. 28). Readjustment of terms with the Maritime Provinces 
was cited as a precedent. In accordance with the recommenda- 
tions, the lands were reconveyed to the province in 1930. 

The adjustments between the Dominion and the three prairie 
provinces also involved the ownership of public lands and other 
natural resources,! but the assets and revenues involved were 
much larger and the issues more complex. In July of 1928 
Manitoba was given control of the unalienated resources then in 
federal hands, the agreement providing for the appointment of 
a Royal Commission to inquire and report as to what financial 
readjustments should be made to place Manitoba “in a position 
of equality with the other provinces of Confederation in respect 
to the administration and control of its natural resources, as 
from its entrance into Confederation in 1870.” 2 The Com- 
mission recommended that $4,584,000 be paid to Manitoba in 
cash, in addition to the ordinary annual subsidies. This was 
described as “the purchase price . . . to be paid to Manitoba 
for the lands of which it has been deprived from 1870 down to 
to-day ” (p. 42). The argument for compensation was stronger 
than in the case of British Columbia or the other prairie provinces, 
since Manitoba had at first received no subsidy whatever in 
lieu of revenues from the public domain,*? and had at no time 
received amounts comparable with its increasing responsibilities. 
The full amount of compensation was paid in 1930. 

In Saskatchewan and Alberta the Federal Government 

1 When these provinces were established the ownership and control of the 


lands and resources were vested in the Federal Government. 

2 Report of the Royal Commission on the Transfer of the Natural Resources 
of Manitoba. Ottawa. King’s Printer, 1929. 

3 Manitoba did, however, receive certain concessions: in 1881 and 1912 the 
boundaries were extended, but these additional resources were retained under 
federal control; asmall subsidy was voted in 1881, increased in 1885 and again 
in 1912; in 1885 certain swamp agricultural lands were given to the province for 
reclamation, also land for endowment of a university. 
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had retained for itself the unalienated public domain when 
these provinces were set up in 1905, on the ground that national 
policy required a unified control for the purposes of subsidising 
railways and securing rapid settlement. The Government of 
Alberta finally secured its remaining resources by an agreement 
made on December 14, 1929.1 As the province had demanded 
not only the conveyance of these resources, but also compensation 
for losses to its revenues as a result of federal control during 
twenty-five years, the agreement provided (par. 22) that a Royal 
Commission of three be asked to inquire and report how much 
compensation, if any, should be paid. Three months later the 
natural resources of Saskatchewan were also returned, and again 
a Royal Commission was promised, to recommend the terms of 
settlement. Administration of the resources was transferred 
from Ottawa to Edmonton and Regina in the autumn of 1930, 
but the problem of compensation was deferred. 

Three years elapsed, during which the matter of compensation 
was submerged in the larger problems of federal v. provincial 
responsibility for unemployment and drought relief. At the end 
of 1933 a commission for Saskatchewan was appointed, and six 
months later, two of the three members of the Saskatchewan 
Commission were reappointed, along with one new member, to a 
similar body for Alberta. Reports were submitted on March 12, 
1935.2, An endeavour was made to deal with the two provinces 
“by similar methods and upon consistent principles.” The 
unanimous report for Alberta and the majority report for Sas- 
katchewan each recommended compensation to the extent of 
$5 million to “‘ balance the amount of net revenue which the 
province would probably have obtained from those portions 
of its resources alienated or otherwise disposed of by the Dominion 
during the course of its twenty-five years’ administration.” * 

The Commissioners were obliged by the terms of reference 
to place a monetary value upon might-have-beens, to find how 
much better off each province might have been to-day if it had 
enjoyed the full right of administering the public domain in its 
own interests. No attempt was made to estimate the amount 
of compensation to be paid for specific items, on the ground that 
“the arithmetic of the case presents so many variables that 

1 Statutes of Canada, 1930, Schedule to Chapter ITI. 

2 Report of the Royal Commission on the Natural Resources of Alberta. 
Ottawa. King’s Printer, 1935. 25 cents. 

Report of the Royal Commission on the Natural Resources of Saskatchewan. 


Ottawa. King’s Printer, 1935. 25 cents. 
3 Section 92, Saskatchewan Report; section 89, Alberta Report. 
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probably no two persons could ever reach a common result in 
precisely or even closely similar manner.” ! 

Mr. George McDonald of Montreal signed the two reports 
** in the belief that a settlement is urgently desirable, and that the 
merits of the case not only permit, but demand latitude of view,” 
although he felt that each of the provinces “has already been 
well compensated in respect of natural resources.” 2. The minority 
report of Mr. Justice Bigelow, for Saskatchewan, argued that the 
province had been exploited with a view to the most rapid growth 
possible for the benefit of eastern railways, manufacturers and 
speculators and to the detriment of the Provincial Government’s 
finances. The Federal Government had made free grants of 
land to settlers and railways, counting on larger revenues from 
customs and excise duties to compensate it for the loss of assets. 
From the federal standpoint the policy of free grants was probably 
good finance, though, as the tariff and freight rates were low, it 
gave unnatural encouragement to the wheat and transport 
industries, but from the provincial standpoint it was bad finance, 
since the province had no access to customs or excise duties 
or to the taxable capacity of the industrial east. 

The decisions of the Commissioners were accepted in Alberta, 
but Saskatchewan is holding out for better terms. No settlement 
has yet been made with either province. 

The history of the natural resources question demonstrates 
the flexibility which can exist under an apparently rigid constitu- 
tion, wherever money payments are involved. The willingness 
of the federal authorities to give up control of the natural re- 
sources indicates that railway building and rapid settlement of 
Western Canada are no longer important aims of national policy. 
The anxiety of the provinces to secure ownership of their lands 
reflects the increasing demand of the provinces for the incidental 
revenues and a provincially unified policy, especially in the 
development of minerals and timber, as well as growing doubts 
as to the advantages of rapid exploitation under the remote 
control of Ottawa. The willingness of the Commissioners to 
propose a reasonable settlement on the grounds of “ natural 
justice,” rather than a strictly legal interpretation of rights and 
obligations, suggests a desire to allay the tension which has 
existed between national and provincial governments, and between 
the tariff-sheltered east and the unsheltered west. The original 
intent of the constitution as expressed in its treatment of the four 


1 Saskatchewan Report, section 92; Alberta Report, section 89. 
2 Saskatchewan Report, page 40; Alberta Report, page 42. 
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original provinces (B.N.A. Act, sec. 109) is at last fulfilled, not 
to satisfy the letter of the law, but because it is expedient.! 
Now that the western Governments possess all the powers and 
revenues of the original members of the Dominion, further 
claims for assistance must be based largely on the grounds ad- 
vanced by the maritime provinces,?—namely, general fiscal 
need and economic disabilities arising from the policy of tariff 
protection. The east and the west may be expected to adopt a 
common policy in their future dealings with Ottawa, and to gain 
strength in so doing. 

Interim payments of additional subsidies had been made to 
the three maritime provinces, following the recommendation of 
the Duncan Commission in 1926.3 In the autumn of 1934, the 
White Commission ‘4 was appointed to establish the size of the 
permanent annual grants to be made in place of these interim 
allowances. Annual subsidies aggregating $2,475,000 were re- 
commended to replace the $1,500,000 paid yearly since the 
Duncan Report. As in the case of the western provinces, it was 
held that “‘ an assessment in detail of each claim is not possible,5 
as the claims are for the most part based upon broad and general 
considerations of fairness and equity’ (p. 20). The minority 
report of Mr. Mathieson stressed the importance of fiscal need 
which the other two commissioners had dismissed briefly. 

The financial embarrassments of the provinces arising out of 
the depression have resulted in a variety of new contributions 
by the Dominion, especially for the benefit of those provinces 
which have borne the direct impact of declining export prices.® 
Federal grants to the provinces for unemployment relief began in 


1 Viewed from another angle, the postponement of return of the resources 
until just before the federal election of 1930 and the further postponement of 
inquiries into compensation until before the election of 1934 suggest that political 
strategy has been partly responsible for federal willingness to recognise the claims 
of ‘‘ natural justice.” 

2 As pointed out below, the province of British Columbia still owns an un- 
profitable railway which might be taken over by the Dominion in lieu of larger 
grants. ; 

3 Report of the Royal Commission on Maritime Claims. Ottawa. King’s 
Printer, 1927. 

4 Report of the Royal Commission on Financial Arrangements between the 
Dominion and the Maritime Provinces. Ottawa. King’s Printer, 1935. 10 
cents. 

5 The recent calculations of the burden of the tariff in Nova Scotia, which 
represent the first attempt to measure regional disabilities statistically, were not 
mentioned. 

6 Federal grants-in-aid designated for specific purposes are not new, since 
they date from before the War, but apart from the recent federal contribution 
to old age pensions they have up till now been small in amount. 











176 THE ECONOMIC JOURNAL [MARCH 


the autumn of 1930, under the administration of the Department 
of Labour. They have for the most part been made on the 
understanding that the province should contribute on a dollar- 
for-dollar basis (often with money borrowed from Ottawa) and 
that the municipalities should do likewise wherever they received 
federal funds through the province. Contributions to the most 
seriously distressed jurisdictions have been on a more generous 
scale. Beginning in 1932, relief to drought-stricken prairie 
farmers was also undertaken, the Saskatchewan Government 
providing those in the dried out areas not only with the means of 
subsistence, but also with working capital. 

At first, grants-in-aid to the provinces absorbed almost all 
the federal money voted for relief, but an increasing proportion 
of funds has been spent directly by federal departments, largely 
for public works. 

Since 1931, the Dominion has been making loans as well as 
grants to the four western provinces. At March 30, 1935, loans 
outstanding amounted to $74 millions with interest at 4} per 
cent., of which $16 millions had been lent to meet maturing 
obligations, $10 millions to pay the provincial share of purely 
agricultural relief and $48 millions for general purposes including 
unemployment relief.1_ All four western provinces would pro- 
bably have defaulted on their interest payments if these loans 
had not been made. 

In addition to handing over assets and making grants, federal 
aid has also taken the form of assuming both contingent and 
direct liabilities. In 1930 the three provincial Governments 
guaranteed the loans made by the banks to the provincial wheat 
pools, but with the deterioration of provincial finances the 
guarantees were assumed by Ottawa in September 1931. Another 
guarantee was given in connection with the closing of the pro- 
vincial savings bank in Manitoba. The chartered banks took 
over the liabilities of this institution in February 1932, in return 
for which they were given a corresponding amount of provincial 
bonds which were guaranteed by the Dominion. 

The willingness of the National Government to underwrite 
bank loans was extended beyond the borders of the Dominion 
to Newfoundland, at the end of 1932. <A loan of $625,000 made 
by Canadian banks was guaranteed, in order to assist the Govern- 
ment of Newfoundland to meet its interest payments.2 In 
general, recent assistance through guaranteeing of debts has been 


1 Budget speech, Hansard, 1935, p. 2140. 
2 Ibid., 1933, p. 3455. 
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determined as much by the demands of the creditor interests as 
by political expediency. 

Other liabilities assumed by the Dominion have been pro- 
vincial railways and certain provincial guarantees of railway 
indebtedness. It will be recalled that Nova Scotia’s railways 
were taken over at Confederation. In 1928 the Canadian National 
(Government) Railways and the Canadian Pacific jointly took 
over the 794 miles of provincial track in Alberta, which had 
always been unprofitable. British Columbia is still asking to 
be released from the heavy losses from its own line, the Pacific 
Great Eastern Railway.1 

Both Federal and Provincial Governments have for some 
years been making mortgage loans to farmers at low rates of 
interest. The former authority is now extending its operations 
and the latter are withdrawing theirs. 

In the week of December 9, 1935, the first general federal- 
provincial conference in eight years took place. Financial 
relationships, the debt problem and tax administration occupied 
a large part of the agenda. The conference broke up without 
achieving tangible results in the field of finance, but continuing 
sub-committees were appointed. Within a fortnight after 
adjournment, large increases were made in grants to provinces 
for unemployment relief and arrangements were announced for 
collecting the proposed Ontario income tax by the existing 
federal mechanism. The latter is an important innovation. 

From the foregoing, it appears that a wide range of devices is 
now employed in Canada to make transfers of income for the 
benefit of groups and areas which have suffered most heavily 
in recent years. In so far as transfers resulting from the pro- 
tective tariff and the service of the public debt (which is largely 
held in central Canada) are responsible for the position of the 
depressed groups and areas, the devices here described are 
essentially a mechanism for making counterbalancing transfers, 
the need for which has been intensified by the regional and 
industrial redistribution of wealth arising out of the fall of prices. 
The tendency of the Federal Government has been to resist the 
making of conventional grants-in-aid and to employ guarantees 


1 Transfers in aid of special areas by means of federal freight rate subsidies 
which do not pass through the provincial treasuries are now being made through 
the Maritime Freight Rates Act, subsidies for the general support of the Hudson 
Bay Railway and subsidies on rail shipments of Alberta and Nova Scotia coal. 
The Crow’s Nest Pass Agreement, which was the outcome of a mileage subsidy 
to the C.P.R., originally set a maximum rate and was later used to reduce rates 
in Western Canada. 
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and the so-called loans instead. It has now become clear that 
outright grants are essential during a depression, the making of 
loans and guarantees being a method carried over from the 
period of rapid growth. D. C. MacGREGOR 


University of Toronto. 





ApAM SmitH’s LIBRARY 


THE Catalogue issued under the Society’s auspices in 1932 
was immediately swelled by the Additions reported in the 
JOURNAL of June 1934, p. 349. 

An even larger number have since been made known to the 
Editor, and are given below in the alphabetical order of their 
authors when discoverable (otherwise by their Subjects). 


Bemethrieder [Monsieur , music-master to the Queen of 
France and to Diderot’s daughter. Born in Alsace, he lived 
in Paris till 1782 when he went to London, dying there in 
1817. (Grove).] 

Music made easy to every capacity, in a series of dialogues, 
being practical lessons for the Harpsichord laid down in a 
New Method so as to render that instrument so little difficult 
that any person with common application may play well, 
become a thorough proficient in the art of harmony, and 
will compose music, if they [sic] have a genius for it, in less 
than a twelvemonth. 

It has a Preface by Diderot and was first published in 
French, at Paris. Now translated into English and adapted 
to English uses by Giffard Bernard, M.A. ‘“‘ Perused and 
approved of by Doctor Boyce and Doctor Howard ” (Printers 
Ayre and Moore, publ. Randall, Catharine Street, Strand, 
London, MDCCLX XVIII). 

Vice-Chancellor F. W. Ogilvie bought the book from 
John Grant of Edinburgh ‘“‘ some years ago ”’ and presented 
it to Queen’s University, Belfast, where he holds office. He 
has kindly furnished the description, adding that Mr. Grant 
‘could not say where the book had come from.”—Q. U. 

Bentham (Jeremy). Defence of Usury, showing the impolicy of 
the present legal restraints on the terms of pecuniary bargains, 
in a series of letters to a friend, to which is added a letter to 
Adam Smith, Esq., LL.D., on the discouragements opposed 
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by the above restraints to the progress of inventive industry. 
By Jeremy Bentham of Lincoln’s Inn, London. Printed for 
T. Payne and Son at the Mews Gate, MDCCLXXXVII. 
12mo, [6], 206 pp. 

Book-plate of Adam Smith. Inscription “‘ From the 

Author ” on margin of title-page. Full calf binding with red 
label. ' 
The book belongs to Mr. G. A. Gaskill of Worcester, 
Massachusetts, U.S.A., to whose courtesy (and that of his 
son Francis and their friend E. F. Beach of Cambridge, 
Mass.) the Editor owes his information. 

The story of the Defence of Usury, of which the above is 
the first edition, will be found in the Catalogue of Adam 
Smith’s Library, 2nd ed., 1932, pp. 202, 203.—G. A. G. 


Condillac. Traité des Sensations & Madame la Comtesse de 


Vassé par M. l’Abbé de Condillac de |’Académie de Berlin a 
Londres et se vend 4 Paris, chez De Bure l’ainé, Quay des 
Augustins 4 Saint Paul. MDCCLIV. 2 tomes 63” x 4”, 
Full mottled calf, gilt backs, lettered on two small leather 
patches. Both volumes carry Adam Smith’s book-plate. 
Now in Glasgow University library, for which Dr. Cunning- 
ham, the Librarian, bought them in December 1934 from 
William Dunlop, Geo. IV Bridge, Edinburgh.—G. U. 


Dalrymple, James, Viscount Stair. Institutions of the’ Law of 


Scotland with notes by John Gordon and William Johnstone, 
Advocates, 3rd ed. Edinr. 1759. 

In the absence of Sir W. A. Craigie, F.B.A., owner of the 
book, Professor W. R. Scott has kindly procured the above 
information about it. The owner told Professor Scott that 
he got the copy “ many years ago ” in Edinburgh and it had 
the book-plate of Adam Smith.—W. A. C. 


Ferguson, Adam.| The History of the Proceedings in the Case 


of Margaret commonly called Peg, only lawful sister to John 
Bull, Esq. 12mo, old calf, 1761. 1st edition [188 pp.]. 

Purchased by Dr. Piero Sraffa from the Museum Book 
Store, W.C., in 1934, and now in his possession.—P. Sr. 

*“* Peg ” represents Lowland Scotland. The book is a plea 
for liberty to raise a Militia there, by that time allowed in 
England. The second half at least (Chapters X to XVII) is 
quite worthy of the author. 


Finance—French. The recently published Bibliography of 











Economics (Cambridge University Press, 1935) has the 


following entry on p. 368, year 1766, number 3705 : 
N2 
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“MSS. Several treatises written in French on the 
Public and Private State of Finance in relation to French | 
commerce, fiscal system, duties, taxation, of date 1766, 
covering over 300 pages quarto, bound in one volume half- 
calf, from the library of Adam Smith with his book-plate.” 
It is now in the Goldsmiths’ Library. At the end there is 
bound-in : a printed ‘“‘ Mémoire sur la fabrique les Appréts de 
graissage et Blanchissage de Bayettes, &c., par le Sieur 
Holker, 1764. See Catalogue of MSS., University of 
London.”—L. U. 

Grotius. Hugonis Grotii de Jure Belli Ac Pacis Libri Tres in 
quibus jus Naturale et Gentium, item juris publici, praecipue, 
explicantur. Edito. Nova—Amstelaedami. Apud Joannem 
Blaev. MDCLXX. 

Dr. Cunningham of Glasgow University library tells us 
the ‘‘ Amstelaedami”’ stands in the original. He gives the 
following particulars of the book :— 

“On the dorse of the second fly-leaf at the end is the 
signature ‘Adam Smith’ in his clear, youthful hand. Other 
names have been scrawled at different places in the volume— 
which has “‘ Ethic Class ”’ [sic] written on the old book-plate 
dating to the 1760’s. It was found in our basement. I B 
expect that the volume was rejected as a duplicate (like other 
books of ‘ association value ’ which we are now discovering) 
when the removal from the Old College to Gilmorehill took 
place in 1870. We have recently found a volume presented 
by George Buchanan which had been carelessly or stupidly 
discarded at the same date for the same reason; and it was 
the only missing volume of Buchanan’s original gift whose 
components are set out in the ‘Muniments’” (letter to 
editor, lst May, 1935).—G. U. 

Maupertuis, M. de. The Figure of the Earth determined from 
Observations made by order of the French King at the Polar 
Circle. Transl. London 1738. 

“It appears by a letter of Thomas Wallace to Adam 
Smith written from Dunlop, January 1762, that Adam Smith 
lent this book to Wallace who now returned it; he had much 
pleasure from reading it but did not agree with many of its 
conclusions. There are necessarily no particulars as to 
format, date, etc.” Prof. W. R. Scott to J. B., 14th Nov., 
1935. [Cf. Adam Smith’s Essays, ed. Dugald Stewart, 1795, 
p. 88, compared with above translation p. 39.] 

Philips. Professor Scott has seen a Presentation copy of Adam 
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Smith’s Wealth of Nations, 3rd ed., 1784, with the inscription . 
in the author’s hand: “‘ To Mr. Philips from the authour 
as a mark of his highest esteem and regard.” Entirely 
uncut except the top, which has been cut and gilt. Bound 
in half-green morocco. Now in Goldsmiths’ Library.—L. U. 


Priestley (Joseph). The doctrine of Philosophical necessity 


illustrated, being an appendix to the Disquisitions relating 
to matter and Spirit. To which is added an answer to the 
letters on materialism, and on Hartley’s theory of the mind. 
8vo, calf, London, 1777. 

A letter to the Rev. Mr. John Palmer, in defence 
of the Illustrations of philosophical necessity. London, 
1779. 

A second letter to the Rev. Mr. John Palmer in defence 
of the doctrine of philosophical necessity. London, 1780. 

The three bound in one vol., calf. Purchased from Glen, 
a Glasgow bookseller [some time ago], writes Dr. Cunningham, 
March 1935.—G. U. 


Religious Revival, 1742-44. The original has the book-plate of 





Adam Smith but no general title either on the back or in 
written directions within. 

The volume is a collection of seven pamphlets, which were 
in possession of Professor Foxwell in 1932 when he kindly 
wrote to the Editor of the Catalogue about them. They are 
bound in the original sheepskin as one volume, and he had got 
them some six years before from a bookseller. In his illness 
Mr. Higgs and Mr. C. C. Scott have been good enough to 
provide the following particulars. The titles in order of the 
binding are: 

Webster, Rev. Alexander: Divine influence the True 
Spring of the extraordinary Work at Cambuslang .. . 
8vo, Edin., 1742. 
. . . The 2nd edition with additions in answer to Rev. Mr. 
Fisher’s Review, etc. 8vo, Edin., 1742. 
[Chauncey, Charles, D.D.] Letter to George Wishart, 
Edin., concerning religion in New England. 
8vo, Edin., 1742. 
Narrative and Resolution of the Society for the Reformation 
of Manners [which] met at Edinburgh the 13th day of 
Dec. 1742. 8vo, Edin., 1742. 
Webster, Rev. Alexr. Letter to Mr. Ralph Erskine—in 
answer to Mr. Erskine’s charge of fraud and false- 
hood, ete. 8vo, Edin., 1743. 
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Apology for the Reverend Mr. Alexander W. r and other 
members of the Church who follow Mr. George White- 
field. With a view of the New Gospel, lately invented 
by the Seceders, as taught in their Act and Testimony, 
and Mr. Adam Gib’s Warning. In a lecture by a 
layman. 8vo, Edin., 1743. 

Assembly of Pastors in New England at a meeting in 
Boston, July 7, 1743. 

8vo, Boston printed, London reprinted, 1744. 
—H.S. F. 

The circumstances of the times are fully described in 
Hill Burton’s History of Scotland, Vol. VIII, Chapter XCT, 
‘* Religion from the Fifteen to the Forty-Five,’’—incidentally 
in Southey’s Life of Wesley. It was not Wesley but his 
Calvinistic friend Whitfield (as we now call him) who made 
an impression on Scotland. 

Theocritus. Theocriti, Moschi, Bionis, Simmiae, quae extant, 
cum Graecis in Theocritum scholiis et indice copioso— 
omnia studio et opera Danielis Heinsii. Accedunt Josephi 
Scaligeri, Isaaci Casauboni et ejusdem Danielis Heinsii 
notae et lectiones. 4to, calf. Ex Bibliopolio Commeliniano 
1604. 

Dr. Cunningham adds: “The Theocritus was found 
among duplicates in the basement of this Library [of Glas- 
gow University]. It has on the title-page the sentence ‘ Ex 
Libris studiosorum Graece Linguae in Academia Glasguensi. 
Empti eorum sumptibus 1743. Al. Dunlop, G.L.P.’ 
Probably one of Adam Smith’s amanuenses affixed his 
master’s book-plate without realising that the book was a 
Greek Class Library Book. The book subsequently returned 
to the Greek Class Library, for a nineteenth-century book- 
plate of that Library is inserted, slightly overlapping Adam 
Smith’s book-plate.”” (Letter to Editor, 12th March, 1935.)— 

G. U. 

Wallace, George, Advocate. Thoughts on the Origin of Feudal 
Tenures and descent of Ancient Peerages in Scotland. 
Edin., 1783. 

Inseription: “‘To Adam Smith, Esq., an expression of ; 
esteem from Mr. Wallace.” 4to, bound in tree-calf with 
book-label. 

Now in Goldsmiths’ Library, where it did not escape 
Professor W. R. Scott, nor (through him) the Editor.— 

L. U. 
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Zosimus. Zosimi Historiae Graece et Latine, Reitemeier, Lip- 


siae, 1784 [in one vol.]. Zosimus was a Greek historian of the 
fifth century A.D., one of Gibbon’s authorities for the Byzan- 
tine period. ; 

Professor W. R. Scott writes (30th Dec., 1934) that this 
book once belonged to Professor G. A. Davies, who resigned 
the chair of Greek at Glasgow in 1933, and parted with some 
of his books. It passed then to Mr. W. Lorimer, classical 
lecturer in Edinburgh. Prof. Scott’s informant was Pro- 
fessor D. T. Jack of St. Andrews, who now has it.—D. T. J. 

Professor Scott is hopeful of finding presentation copies of 
Adam Smith’s books in the Library of the Buccleuchs, but is 
not able yet to give details. See his Address of May 23rd, 
1935, JouRNAL of Sept. 1935, pp. 427-38, which pre- 
pares us for discoveries at Dalkeith House, to follow up his 
happy one of the “ Draft of Part of the Wealth of Nations ”’ 
in those Archives. - 

It was announced at the meeting of the Council of the 
University of Glasgow on 30th Oct., 1935, that Mr. James 
Cunnison, lecturer on Social Economics had presented the 
5th ed. of the Moral Sentiments 1781 to the University. It 
has an inscription in Adam Smith’s handwriting to Henry 
Dundas. (See Catalogue of Ad. Smith’s Library, 2nd ed., 
pp. Xxxii, 168.) 

Mrs. J. Shield Nicolson wrote to Prof. W. R. Scott (30th 
Dec., 1834) that she still had the two volumes of the First 
Edition of the Wealth of Nations, “‘ presented by him to Sir 
Joshua Reynolds and bearing the signatures of both of 
them.” They were colleagues in the great Club. 

JAMES BONAR 
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Tue Annual Meeting of the Royal Economic Society will be 
held at the London School of Economics on Thursday, May 21st, 
at 5.15 p.m., when the President of the Society, Professor W. R. 
Scott, will read a paper entitled ‘‘ New Light on Adam Smith,” 
illustrated with lantern slides. Members of the Society are invited 
to gather for tea before the Annual Meeting at 4.15 pm. The 
formal business of the Society will be taken after the President’s 
address. 





Tue translation of Wicksell’s Geldzins und Guterpreise is now 
available. It has been published on behalf of the Royal Economic 
Society by Messrs. Macmillan & Co. under the title Interest and 
Prices (pp. xxxi-++ 219). The translation is due to Mr. R. F. 
Kahn, an Introduction has been contributed by Professor Bertil 
Ohlin, and a translation from the Swedish of Wicksell’s last 
published article is appended. The published price is 12s. 6d., 
but copies are available to members of the Royal Economic 
Society at the reduced price of 7s. 6d. Applications should be 
sent, accompanied by a remittance, to the Assistant Secretary, 
Mr. 8. J. Buttress, 6, Humberstone Road, Cambridge. 





SINCE it expresses in admirable terms the principle governing 
academic freedom of speech, it may be useful to put on record 
the text of the resolution passed by the Council of Auckland 
University College, New Zealand, in refusing to censure Mr. H. D. 
Dickinson, at that time lecturing at Auckland University College, 
in connection with an anti-war speech made by him at Auckland 
on August 5th, 1934. The resolution was as follows :— 


1. The university teacher has no less freedom of speech 
within the law than any other citizen, excepting that there 
is a special responsibility on him to weigh his public utter- 
ances. It must also be recognised that his position in the 
community may sometimes seem to him to involve a special 
obligation to speak, and, indeed, to make a pronouncement 
not in accordance with the opinions and traditions of the 
majority of citizens. 

2. The exercise of this freedom (as defined in clause 1), 
and, indeed, the obligation to speak, should not place in 
jeopardy a university teacher’s tenure of his post, or make 
him subject to supervision or correction by the governing 
authority. 


























RECENT PERIODICALS AND NEW BOOKS 


Economica. 


NOVEMBER, 1935. Edwin Cannan: A Personal Impression. T. E. 
Grecory. The Economic Equality of States. M. J. Bonn. The 
Occupation of Fathers and of their Children. A. L. Bowtny. The 
Pig-Cycle: A Reply. R.ConEn and J.D. Barkier. A Rejoinder. 
R. H. Coasr and R. F. Fowier. Neutral Money and the Trade 
Cycle. H. BARGER. 


The Manchester School. 


No. 2, 1935. U.S.S.R. Economics. M. Poutanyt. The Valuation 
Problem in Public Utility Regulation in the United States. Putire 
CHANTLER. W.S.Jevons—A Centenary Estimate. B.H. Hiaarns. 
The American Constitutional System. 


The Eugenics Review. - - 
OcToBER, 1935. Laws on Health and Marriage. C. P. BLACKER. 
Co-ordination of Registration Records. D. Carapog JONES. 
Population Movements in Germany. D. V. Guass. 


Lloyds Bank Monthly Review. 


NovEMBER, 1935. The Problems of Danish Agriculture. H. Havcu. 
DECEMBER, 1935. Stabilisation. Hon. R. H. BRAND. 
JANUARY, 1936. The Finance of the New Deal. F. W. Hirst. 


Midland Bank Monthly Review. 


OcTOBER-NOVEMBER, 1935. 1912 and 1935—A Comparison, Contrast 
and Conclusion. Recent Developments in Respect of ‘‘ Local Loans.” 
The British Coal Industry. 

NOVEMBER-—DECEMBER, 1935. Government Activity as a Factor in 
Business. The Progress of Palestine. 

DECEMBER-JANUARY, 1935-6. The Implications of the Sterling Stan- 
dard. The New Capital Market in 1935. 


Branch Banking. 
DECEMBER, 1935. Fixed Trusts at the End of 1935. F. Lewcock. 
The Future of Gold. P. Etnaia. Forward Exchange Contracts. 
H. C. F. Houeate. 
JANUARY, 1936. Control of Fixed Trusts. F. Lewcockx. United 
States Banking Act of 1935. A... AMBRosE. The Milk Marketing 
Scheme. F. A. WILLMAN. 


International Labour Review. 


NovEMBER, 1935. Australia and the Constitution of the International 
Labour Organisation. J. Staricorr. The Development of Social 
Insurance in Argentina, Brazil, Chile and Uruguay: I. A. TIxtEr. 
The Enforcement of Labour Legislation in Latin America. M. 
POBLETE-TRONCOSO. 
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DecempBer, 1935. The Hours of Work and Rest Periods of Motor 
Vehicle Drivers. The Development of Social Insurance in Argentina, 
Brazil, Chile and Uruguay: II. A.'Trxter. Some Aspects of the 
Problem of the Industrial Worker on the Land. H. Krause. 


The Canadian Journal of Economics and Political Science. 


NovEeMBER, 1935. Geography the Correlative Science. G. TAYLOR. 
Price Raising in the Dairy Industry. W.M. Drummonpn. The 
Barter Terms between British Columbia and Eastern Canada. 
W. A. CarrotHErs. Land Settlement in Northern Areas of Western 
Canada (1925-35). BR. Eneatann. The Gains of Trade. V. F. 
Cor. Dominion Legislation of 1935: an Economist’s Review. 
C. A. CuRTIs. 


The South African Journal of Economics. 


SEPTEMBER, 1935. Another Year. C. W. Prearsatu. Whence South 
Africa’s Present Prosperity? Pror. C. S. Ricnarps. Gold- 
Mining Taxation—a Method of Analysis. W. J. BusscHav. 
Natural and Contrived Scarcitics. Pror. W. H. Hurr. The 
Disabilities of the Dairy Industry in South Africa. G. D, ALEX- 
ANDER. Subsidies, Quotas, Tariffs and the Excess Cost of Agri- 
culture in South Africa. Pror. C. 8. RicHarps. 

DrcEeMBER, 1935. Some Effects of Industrial Legislation on the Market 
for Native Labour in South Africa. S.T. VAN DER Horst. An 
Economic History of the Boot and Shoe Industry in South Africa. 
H. ScnaupEer. Are the Gold-mines Overtaxed? 8. VILJOEN. 
Subsidies, Quotas, Tariffs and the Excess Cost of Agriculture in 
South Africa. W. A. Martin. 


Quarterly Journal of Economics. 


NoveMBeER, 1935. The 100 Per Cent. Reserve Plan. J. W. ANGELL. 
The Theory of Investment Once More: Mr. Boulding and the 
Austrians. F. H. Knicur. The Success of Industrial Mergers. 
S. Livermore. The Banking Act of 1935. A. D. Gaver. The 
Austrian Theory of Capital in Relation to Partial Equilibrium 
Theory. A. SMITHTES. 


The American Economic Review. 


DECEMBER, 1935. Commons on Institutional Economics. W. C. 
MircHeLL. Time Deposits and Price Stability, 1922-28. L. W. 
TowLEe. Banking Act of 1935. F. A. BRaprorp. Revenue Act 
of 1935. R.G. and G.C. Buakey. Malthusianism in Highteenth- 
Century America. J. J. SPENGLER. Tractor versus Horse for 
Farm Power. N, JAsny. 


The Journal of Political Economy. 


OcroBER, 1935. Professor Knight and the “‘ Period of Production.” 
F. Macuiup. Comment. F. H. Knicut. American and Nor- 
wegian Whaling: A Comparative Study of Labor and Industrial 
Organisation. E.P.Houman. Triangular Trade. A.R. UpGREN. 
Unlimited Lnability in Early American Corporations. S. LivEr- 
MORE. 
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DEcEMBER, 1935. Saving, Investment and Crisis. W. Eaun. The 
Banking Act of 1935. H.H. Preston. The Banks and the Stock 
Market. H. Bareer. Nationalist Collectivism and Charles A. 
Beard. H. D. GipronsE. Notes on Problems of Adjustment in 
Canada. H. A. Innis. The “Period of Production.” F. 
Macauvp and F, H. Knieut. 


The Annals of the American Academy of Political and 
Social Science. 
NovEMBER, 1935. Education for Social Control : A Survey of Problems, 
Objectives, Methods, Agencies, and Foreign Experience in the Field 
of Civic Education. 


The Review of Economic Statistics. 

NovEMBER, 1935. The Long Waves in Economic Life. N.D. KonpRA- 
TIEFF. Individual Shares in the National Income. W. L. Crum. 
The Distribution of the World’s Silver. D. H. Leavens. The 
Pattern of Short-time Fluctuation in Economic Series, 1866-1914. 
E. FRICKEY. 


Institute of International Finance (New York). 


JANUARY, 1936, Bulletin 83. Credit Position of Austria. (A Memo- 
randum on Austria’s economic and financial situation, containing 
brief notes on her agriculture, industry, foreign trade, currency 
and banking, budget, national and municipal debt.) 


Wheat Studies (Stanford, California). 


OctoBER, 1935. World Wheat Prices, Canadian-Argentine Spreads 
and the Ottawa Agreement. In the Ottawa Agreement, it was 
stipulated that Canada should offer enough wheat to supply 
United Kingdom consumers “at prices not exceeding the world 
price,’ but no exact definition was given. Protest has been 
raised in Great Britain that the price was being artificially held 
above the world level, being significantly higher than the price of 
Argentine wheat. The Liberal Government, which was returned 
in the October elections, will not substantially alter Canadian 
agricultural policy, but is unlikely to continue to maintain an 
artificial price higher to British importers than that of other 
imported wheats. 

NOVEMBER, 1935. Japanese Self-sufficiency in Wheat. Between 1932 
and 1935, Japan increased wheat production 60 per cent. and 
became self-sufficient. High wheat prices relative to barley, the 
reimposition of the gold embargo and a moderate tariff, together 
with systematic Government encouragement and improved 
methods of cultivation, have greatly increased the profitability to 
growers. Japan is likely to remain self-sufficient in the immediate 
future and to produce enough (about 60 million bushels annually) 
to satisfy the population estimated by 1950, assuming that con- 
sumption per head remains stationary. Her imports of wheat for 
domestic use are likely to be negligible, but a large volume to mill 
for export will continue to be imported. Japan has lost most of 
her market in China, but this is compensated for by increased 
exports to Manchukuo, Kwantung Territory and her other 
dependencies. 
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DECEMBER, 1935. The World Wheat Situation, 1934-35. Short crops 
in most exporting countries, negligible shipments from Russia 
and liberal use of wheat for feed, combined to reduce wheat 
stocks from the record peak of midsummer 1934 to nearly normal 
levels by August 1935. A huge carry-over in Canada and heavy 
stocks in many importing countries which had big crops in 1934 
and 1935, coupled with widespread and effective Government 
control, were responsible for the lowest total of international 
trade in wheat and flour for 25 years. The average prices were 
a little above those of 1933-34. 

The Argentine provided one-third of the world’s net exports, 
Canada took second place, Australia and France third and fourth 
respectively. The United States was an importer for the first 
time since 1836. Although these short crops mean a further 
reduction of carry-over, the problem of surplus has not yet been 
solved. Wheat consumption remains low and growers continue 
to produce more than can be absorbed at remunerative prices. 


Econometrica. 


JANUARY, 1936. The Problem of Index Numbers. BR. Friscu. Com- 
posite Commodities and the Problem of Index Numbers. W. 
LrontieF. A Note on Distribution of Income over Time. G. 
TINTNER. Mathematical Theory of Production Stages in Economics. 
J. M. Tuompson. The Conception of Invariants in Dynamic 
Economics. H. Bouza. 


Journal des Economistes. 
SEPTEMBER-OcTOBER, 1935. La Neécessité de l’Equilibre budgétaire. 
E. Payen. Vers une nouvelle organisation de ’ Europe danubienne. 
E. Hanros. L’Economie frangaise. M. Carsow. Les Banques 
@’ Etat en Pologne en 1934. C. pk KowNackt. 
NOVEMBER-DECEMBER, 1935. Deux votes efficaces. HE. PAyYEN. 
Marxisme et dépression. M.Carsow. La Dévaluation etl Epargne 
P.-B. VicrEux. Le Conflit italo-abyssin. E. Rovuntanp. L’Or- 
ganisation du petit crédit en Pologne. C. DE KOWNACKI, 


Revue d’Economie Politique. 

SEPTEMBER-—OcTOBER, 1935. Droit et économie. G. DEL VECCHIO. 
Théories rélatives a@ Vaction de Vor et du taux d’escompte sur le 
niveau général des prix. C. Rist. Le chémage chronique, ses 
causes et ses remédes. A. Sauvy. Les archives économiques. E. 
SABBE. 

NOVEMBER—DECEMBER, 1935. Auguste Deschamps. FE. ALLIx. 
Réflexions sur les théories du salaire et le chémage. A. LANDRY. 
Du producteur au consommateur. A. BERARD. Structure écono- 
mique et commerce eatérieur. J. WEILLER. 


Bulletin de UInstitut des Sciences économiques. 

Avaust, 1935. Le marché des acceptations de banque sur la place 
dAnvers. P. Bonvotsty. Les tendances al’ Autarchie économique 
dans ’ Union économique Belgo-Luxembourgeoise de 1927 a 1933. 
P. VAN DER Rest. 

NovemBER, 1935. L’Equilibre économique dans Vhypothése d’une con- 
currence imparfaite. P. Fontigny. Etude économique de quel- 
ques exploitations agricoles belges. J.L.FRaTEUR and Others. La 
conjoncture économique de la Belgique et du Luxembourg. L.-H. 
DUPRIEZ. 
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Weltwirtschaftliches Archiv. 

NOVEMBER, 1935. Voraussetzungen fiir eine intensivere Weltwirtschaft. 
F. H. F. Van Vuisstncen. The author shows that the decline in 
world economic activity is due to changes in the international 
division of labour, which functioned normally before the War. 
The resultant crisis, through which world trade is passing, can be 
attributed to organic changes in industrial and agricultural 
production, in the balance between the purchasing powers of 
agricultural and industrial populations, and in the structure of the 
balances of payments of the principal commercial nations. The 
pre-requisite of international trade recovery lies in the re- 
establishment of the international division of labour, which may 
be achieved by restoring normal balances of payments, e.g. by 
creditor states agreeing to have passive balances, thus enabling 
debtor states to discharge their debts in goods and services. 
Quantitative Fragen der Konjunkturpolitik. J. Tinpercen. An 
examination of problems involved in business cycle policy. Con- 
crete and graphical examples of the influence of this policy on 
national budgets, foreign trade, price and wage structure, dividend 
and capital movements are given, and the possibility of further 
discussion along the lines suggested is considered. Die inter- 
nationale Verflechtung volkswirtschaftlicher’ Bewegungsvorgdnge. 
CoLin CLarK. A survey of international capital movements 
between 1860 and 1913 in which theory is illustrated by empirical 
results. The first section deals with the connection between dis- 
count rates, exchange rates and gold movements in Great Britain, 
the United States, France and Germany. The second contains a 
comparison of the volume of industrial production in the same 
countries, by means of a new index-number. Finally the effect of 
the trade cycle on the terms of exchange between industrial and 
agricultural goods is examined. Die Politik der Deutschen Reichs- 
bank seit der Stabilisierung. K. R. Bopp. An account of the 
character and working of the German Reichsbank since the 
stabilisation of the currency in 1924, emphasising the close con- 
nection between official Government and Central Bank policy. 
Der Riickgang des Antimalthusianismus im Amerika des neunzehnten 
Jahrhunderts. J. J. SPENGLER. The criticism of Malthusian 
theory in the United States at the beginning of the nineteenth 
century has wrongly been attributed to the fact that there was no 
danger of over-population, as in England, whereas American 
economists actually inclined to the view that division of labour and 
technical progress would compensate for the ‘‘ Malthusian misery.” 
The growing support of Malthus’ principles in subsequent years 
should not be attributed to the reduction of land available for 
settlement, since this corresponds to the increasing aversion for 
abstract classical optimism and the development of a more 
scientific and statistical approach to the question of the relation 
between increases in population and the volume of production. 

JANUARY, 1936. Griinde und Folgen der Abwertung des englischen 
Pfundes. N. ¥F. Hatx. The fall of the £ in 1931 was the result 
of the cumulative effects of its over-valuation when Great Britain 
restored the Gold Standard in 1925. British prices, overseas 
trade and employment figures from 1931 to 1935 are examined, 
and the conclusion reached that the time is ripe for the return of 
Great Britain to an international monetary standard. Other 
articles by experts deal with the causes and consequences of 
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currency devaluation in Denmark, Norway, Sweden, South Africa, 
Australasia, Japan, Chile, Czekoslovakia, Belgium and _ the 
United States. 


Jahrbiicher fiir Nationalékonomie und Statistik. 


NoveMBER, 1935. Das Seelische und die Volkswirtschaftslehre. Dr. O. 
ENGLANDER. A study of the psychological background of 
economics. After dealing with subjective valuation and choice of 
satisfaction and the value of money to different individuals, the 
author compares the objective and subjective approaches to the 
subject of price formation and reaches the conclusion that neither 
can stand alone, but are mutually dependent. Wértschaftliche 
Wandlungen bei ostafrikanischen Vélkern. R.THuRNWALD. After 
an introduction arguing that Germany needs colonies in order to 
set her finances straight, the author outlines the sociological 
problem in East Africa. He traces the influence of European 
colonisation, and particularly the introduction of money, on the 
character of native cultivation and customs. Der Deutsche 
Einzelhandel im Wirtschaftsverlauf und in der Wirtschaftspolitik 
von 1925-35. J. Tisurtivs. The function of Retail Trade in a 
nation’s economy and the literature on this subject are first of all 
considered. ‘Then follows a review of the various groups operating 
in Germany, and a statistical survey of their turnovers, price- 
levels and costs during the last ten years. Der neueste Stand der 
Landgewinnung und Besiedelung an der Westkiiste von Schleswig- 
Holstein. Dr. W. Hauprasz. An account of measures taken by k 
Hitler to reclaim the land and encourage settlement on the west j 
coast of Schleswig-Holstein. 

DrEcEMBER, 1935. Studien zur Kapitalzins- oder Profittheorie und 
threr Methode. H. Peter. The rate of interest provides one of 
the most vital and controversial subjects of discussion in Economic 
Science. The author refutes the Marxist theory of interest and 
examines the views of classical economists, such as Pareto, Bohm- 

Bawerk and Cournot, on interest under perfect competition and 
under partial equilibrium. He then discusses Mackenroth’s con- 
ception of the ability to increase the supply of goods at will and 
its relation to theories of interest. Wachstumsschwankungen 
mitteleuropdischer Volker seit dem Mittelalter. W. AsEL. A 
study of population movements in Central Europe from the 
Middle Ages to the present day, with special reference to Mal- 
thusian theory. Der Deutsche Hinzelhandel im Wirtschaftsverlauf 
und in der Wirtschaftspolitik von 1925-35. J. Tipurtius. A 
continuation of the article in the November issue. The modern 
tendency is for producers to seek to eliminate retailers by reaching 
the consumer direct. The author deals with the influence of the 
Corporate State, which provides for mutual co-operation and : 
easy credit terms, on the costs borne by the retailer—rent, adver- { 
tisement, taxes and State contributions. Price-fixing cartels are 
rare, but the number of agreements regulating competition in the 
retail trade have greatly increased in Germany. Die Englische 
Wohnungszdhlung von 1931. H. W. Srtyaer. Die bauliche 
Umgestaltung der Stadt Moskau. K. Ester. These two articles 
present an interesting comparison of the actual progress that has 
been made in England and Russia to improve housing and social 
conditions. Although many new houses have been built in Eng- 
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land since 1931, the majority have not been available for working- 
class families, and the advance in slum clearance not so rapid as 
one could wish; whereas in Moscow a plan has been launched to 
rebuild the city and house the growing population, as well as to 
provide increased amenities in the way of parks, lighting and street 
improvements. 


JANUARY, 1936. Rechtsbildung, Staatsgewalt und Wirtschaft. O. VON 


ZWIEDINECK-SUDENHORST. A _historico-sociological review of 
Heinrich Mittei’s book on the influence of Feudal Law on the forma- 
tion of States. In France, despite the Feudal system, a centralised 
and absolute monarchy was established—here the personality of 
Louis XIV was an important contributory factor; whereas the 
German nation, where Feudalism also prevailed, was disunited 
and broken up until the nineteenth century. Das Zeitmoment in 
der Theorie der Produktion. E. Scunetper. In the conclusion 
to an earlier article in the Jahrbuch, the author applies a mathe- 
matical treatment to the problem of the Time element in the 
formation of fixed capital: (a) plant, (b) machinery of an individual 
firm. He urges the need for the extension of this analysis 
to whole industries. Formen deutscher Arbeitsmarktpolitik. KE. 
WILLEKE. The number of unemployed in Germany was 7 millions 
by January 1933, and until the advent of the Nazi régime, no 
Government tackled the Labour problem seriously or systemati- 
cally. Hitler created employment by extensive public works and 
building schemes, by shortening hours all round, by replacing 
women by men in industry, and by removing such abuses as the 
duplication of jobs and unregulated domestic trades. Der Kraft- 
wagen. F.ScHUHWERK. A statistical account of the production 
of motors in Germany from 1928 to 1935. 


Schmoller’s Jahrbuch. 


DECEMBER, 1935. Wandlungen des Eigentumsbegriffes in der Deutschen 


Rechtsauffassung und Gesetzgebung. T.StTEmMLE. After emphasis- 
ing the racial basis of law, the author proceeds to a historical 
survey of the influence on the theory of private property of the 
medieval Church, the universal adoption of Roman law, the 
Reformation, the ideas prevalent in the seventeenth and eighteenth 
centuries, and finally the “ Age of Liberalism.”” The new ideology 


- of the German people holds that the rights of the individual to 


private property must be subordinate to the welfare of the nation 
asa whole. Theorie und Praxis im Wirtschaftsleben. O. KUHNE. 
The author stresses the polarity of economic theory and practice ; 
he discusses the problem of the relation of the individual to Society 
and the reconciliation of the profit-seeking motive with the 
principle of the welfare of the community, and examines the 
position, tasks and limitations of economic theory in real life. 
Neues Schrifttum iiber unvollstandigen Wettbewerb. H. von STACKEL- 
BERG. Reviews of Edward Chamberlin’s “Theory of Mono- 
polistic Competition ’’ and Joan Robinson’s “‘ The Economics of 
Imperfect Competition.” 


Zeitschrift fiir Nationalékonomie. 


DECEMBER, 1935. Die Preiswirkungen der Wahrungsdepreziation. B. 


JOSEPHY. Price changes consequent on currency depreciation are 
classified in four different groups: (1) the effect on the prices of 
No. 181.—VOL. XLVI. fe) 
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export and import goods of the rise in foreign exchanges when the 
internal financial situation remains unaltered and on the relation 
between savings and investment when changes occur; (2) the 
effect of gold movements on price depending on the existence of 
exchange equalisation funds; the effects of (3) credit restriction 
and (4) of international repercussions, which may create inflation 
or deflation. Die Rolle des Machtfaktors in der Zinstheorie. Y. 
TakaTa. After a recapitulation of B6hm-Bawerk’s theory of the 
natural rate of interest, the question is raised whether this con- 
conception is of any practical significance. The author considers [ 
that no long-period equilibrium can be obtained along these lines 
unless the factor “social power” is taken into account. He 
discusses this concept and its influence on the determination of 
the supply curve of labour. Zu den methodologischen Grund- 
problemen. A. AMONN. A. review of A. W. Stonier’s ‘“ Der 
logische Charakter der Wirtschaftswissenschaft.’’ The author 
criticises the absence of any definition of the terms “‘ economic 
science ’’ and ‘“‘ economic activity ’’ and the general lack of clarity 
and precision in this treatise and considers that it contributes 
nothing original or useful to the theory of economics. Ein 
Beitrag zur Theorie des Geld- und Kapitalmarktes. M. Brett. The 
author criticises existing theories of the money and capital market 
as being inadequate accounts of its actual working, dealing in 
detail with those of Machlup. He discusses the problem of the 
relation between the long- and short-term rates of interest and 
their tendency towards equilibrium. He applies his analysis to 
conditions obtaining during a depression, with particular reference 
to risk-bearing, and points out the differences between his and 
classical economists’ approach. 


rary 


Vierteljahrschrift fiir Sozial- und Wirtschaftsgeschichte. 
DEcEMBER, 1935. Zur Bevilkerungs- und Sozialstatistik kursdchsischer 
Kleinstddte im Zeitalter der Reformation. F.Stoy. An article on 
population and social statistics for a number of electorate provincial 
towns in the time of the Reformation. Der Anteil der Deutschen 
an der Kolonialpolitik Phillipps II von Spanien in Asien. M.A. H. 
Fitzter. An account of German colonisation and commerce in 

Asia in relation to the colonial policy of Philip II of Spain. 


Giornale degli Economisti. 

SEPTEMBER, 1935. Problemi di organizzazione provenienti dall’intervento 
del governo. G. Tasstnart. Swi limiti del privato e del pubblico 
nell’ economica. C. Gritui. L’Industria zolfifera nel quadro 
storico ed attuale dei suoi sviluppi internazionali. V. CONSIGLIO. 
The prospects of the Sicilian sulphur industry, and the necessity 
for cost reduction if it is to cease to be a burden on the State. 
Sul calcolo della permanenza media dei turisti straniert in Italia. 
G. TaciiacaRNE. A calculation of the length of stay of foreign 
tourists in Italy. Adopting, after discussion, the method of 
“lag of means ”’ employed by Aitken and Ogilvie, it appears that 
the average stay is about six days. 

OcTOBER, 1935. Studies in the Problem of Births in Italy. A con- 
tinuation of work already published during the last two years. 
La fecondita legittima della donna Italiana secondo Veta e Vordine 
di generazione. L. Lenti. (1) Tavola di fecondita legittima 
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secondo la data del matrimonio per l’Italia (1931). (2) Tavola 
di fecondita legittima, secondo la durata del matrimonio, per l’Italia 
(1931). (3) Estremi regionali della fecondita legittima in Italia 
(1931). G. Mortara. La distribuzione geografica della natalita 
legittima in Italia. R. Bacut. Natalita illegittima e concepimenti 
antenuziali nel commune di Milano. A. Marcuiort. The con- 
clusions reached in former studies are reinforced here. While 
regions such as Apulia and Campagna still show a high rate of 
reproduction, even where the mothers are of relatively advanced 
ages, regions such as Piedmont and Liguria “have nothing to 
learn in the matter of birth control from countries where the 
practice is most deeply rooted.’’ Although detailed figures over 
a period are seldom available, it appears that the situation has 
seriously deteriorated in recent years. The wives of Milan are 
only half as fertile as their predecessors of 1900. 


NOVEMBER, 1935. Compiti e prospettive dell’agricoltura nei sistemi 


d’economia regolata. G.AcERBO. Compares methods of Govern- 
ment control of agriculture in different parts of the world. Ferrara, 
Marz e i fisiocrati. R. Fusryt. A continuation of articles on 
Ferrara appearing in the February and June numbers. Di 
qualche mistero in una spiegazione del ciclo. Prof._ Papi replies 
to Mr. Durbin’s criticism of “‘ Escape from Stagnation ”’ (Econo- 
Mic JOURNAL, June 1934). (i) Prof. Papi maintains that a 
boom (as distinct from an upward movement) is very unlikely to 
occur unless there is some exogenous “ favourable event ” such 
as an invention, or heavy Government investment, in addition. 
(ii) Prof. Papi supports his argument that costs rise faster than 
prices for the greater part of the upswing, by the immense stimulus 
to investment (and to over-optimistic accounting) provided by 
the ‘favourable event.” Windfall profits are invested rather 
than spent, and hence costs begin to rise at a very early stage. 


DECEMBER, 1935. Osservazioni sulla teoria statistica delle serie 


dinamiche. G. DrEMARIA. An extensive discussion, on general 
lines, of recent developments in mathematical statistics, with 
special reference to the possibility of analysing dynamic phenomena 
by statistical methods. Nuovi studi sulla fecondita legittima in 
Italia. G. Morrara. (1) A further examination of the regional 
extremes of fertility (1931), (2) Tables of fertility (for legitimate 
births), according to the date of marriage. These studies confirm 
the results of earlier analyses. The operation of birth control 
is very apparent in the regions of low fertility. Nevertheless, 
the influence of social phenomena, wars, etc., prevent detailed 
forecasts of population growth from having a high degree of 
accuracy. La fecondita legittima nelle tre Venezie e nell’Emilia. 
P. Barri. An examination of four neighbouring regions of 
different racial stock, specially notable for a high rate of illegitimate 
births. Limeamenti di una teoria economica delle sanzioni. G. 
Det Veccuio. Remarks on the economic significance of sanctions, 
Sanzion. G. M. 


Rivista di Politica Economica. 


NovEMBER, 1935. La disciplina dei trasporti automobilistici delle 


merci. A. GIANNINI. Concludes that effective control of road 

haulage competition can only be obtained in an authoritarian 

State. La “depression” negli Stati Uniti—Ciod che si vede e cid 
02 
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che non si vede. T. C. Giannini. La nuova legge americana 
sulle banche. J. StncER. La funzione economica del Tanganica. : 
A. V. PELLEGRINESCHI. Concludes that Tanganyika represents d 
the ideal trade relation for Italy. 


Rivista Italiana di Scienze Economiche. 


SEPTEMBER-—OcTOBER, 1935. L’Organizzazione economica di un paese 
assediato. M. Atprertit. A description of the reorganisation 
of German industry—under the direction of Rathenau—to 
meet the exigencies of the Allied blockade. It is shown that, in 
general, production decreased, but profits rose. Costs also in- i 
creased, in some cases cumulatively. The experience of different i 
industries, of the banks, and of the production of raw materials 
is briefly examined. There follows a short section bringing out 
points of similarity and difference in the Italian position under 
sanctions. Sopra alcune forme ed alcuni fenomeni dell’economia 
russa. G. DEL Veccuio. Impressions gathered on a visit to 
Russia. L’Autoveicolo a gasogeno e le sue benefiche ripercussioni 
sull’economia nazionale italiana. R. Guzman. Maintains, in 
contradiction to an article published in the previous number, 
that the timber resources of Italy (making use of by-products 
such as olive husks, and of the timber of Somaliland), are sufficient 
to supply Italy with the motor spirit and industrial oil she requires. 





De Economist. 


Juty-Aveust, 1935. Het vraagstuk der monetaire crisispolitiek. 
W. L. Vax. In the main a plea for a policy of reflation. There 
is much popular confusion between the conceptions ‘‘ devaluation,” 
“ reflation,’’ and “‘ abandonment of the gold standard.” These 
may coincide, but they are not necessarily identical. The relation- 
ship between reflation and devaluation is considered at length. 
Reflation in a single country makes devaluation necessary, in 
order to maintain the gold standard. But on certain conditions 
reflation, by international agreement, can take place without 
devaluation. Devaluation may take place without reflation 
appearing. If done by one country alone, reflation may be 
difficult to avoid in the long run; if done by all countries simul- 
taneously, it makes little difference and advantages only the 
gold industry. The best solution would be by international 
reflation on an agreed percentage basis; but if devaluation is to 
take place, it must happen before this step is taken. The extent 
of necessary reflation is discussed. It must not be suggested that 
all the unemployed can be taken back into industry; the primary 
purpose is to make industry profitable, so that it can afford to 
take men back into employment, and this must be a gradual 
process. The arguments against reflation are considered; most 
rest on misconception. Those which are of substance are: 
(a) change of prices may be to the detriment of the workers; 
(b) the position of those with fixed incomes; (c) the temporary , 
difficulties of importers; (d) the argument that while it may be 
possible to control the home market, it is not possible to control 
the foreign market. Tariefnomenclatuur: I. J. VAN DER POEL. 

A consideration of tariff classifications and nomenclature : 
alphabetic and systematic; revenue and protective. An account 
of the steps taken to secure uniformity (a) before the War; (6) by 
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the International Chamber of Commerce; (c) by the League of 
Nations. Het conjunctuurverloop in Frankrijk sedert begin 1924. 
A. J. W. Renavup. An account, similar to those already con- 
tributed with regard to the United States of America and Great 
Britain, of the course of the Trade Cycle in France since the 
beginning of 1924. 

SEPTEMBER, 1935. De economische structuur van ons volk. C. A. 
VERRIJN Stuart. A discussion of various aspects of the structure of 
the population as revealed in the Census returns. The proportion 
of the total population in employment has increased with each 
census since 1889; but owing to the decline in fertility and the 
improvement in the death-rate, it should be remembered that the 
groups representing the years of maximum labour (from 20 to 54) 
are a higher proportion than formerly. Figures are accordingly 
given showing the percentage (male and female) in employment at 
different age-groups for successive censuses. Population is also 
analysed to show variations in the distribution between various 
occupations at different times, and the proportion of employees to 
employers. The distribution between different occupations on a 
religious basis, and the variations in the number of foreigners in 
employment (showing a decided increase in Germans) are also 
discussed. Social Credit. H. Kocu. An explanation and a 
criticism of the Douglas System. Tariefnomenclatuur: II. 
J. VAN DER Port. A continuation of the discussion of Tariff 
nomenclature, with special reference to the work of the League of 
Nations in this field. 

OcToBER, 1935. De maatstaf der geldvoorziening. G. M. VERRIJN 
Stuart and R. vaAN GENECHTEN. What supply of money is 
necessary in order that money may satisfactorily fulful its functions 
in society? What remedies are there, if the supply of money is 
excessive or deficient? Money should be “neutral,” and the 
leading paper (by Professor Verrijn Stuart) is a discussion of the 
conditions of “ neutrality.’’ An increase in the supply of goods 
offered may disturb the neutrality of money, but need not do so. 
Three cases are analysed, where the elasticity of demand is greater 
or less than, or equal to unity. Only when a change in the pro- 
duction of goods (or services) leads to an increase or diminution 
in the circulation of money, should measures be taken, in the 
interests of neutrality, to compensate this change in the circulation 
of money. The kind of index necessary to control such changes 
is considered. Dr. van Genechten replies, and there is a further 
comment by each writer. Zuiderzee en Staat: I. H. N. TER 
VerEN. A history of discussions and proposals for the drainage of 
the Zuider Zee, beginning with various publications in 1848-49. 
The article is in the main written from the point of view of the 
position assigned to the State in the various enterprises ; the earlier 
proposals were that the project should be carried out by private 
enterprise, under the stimulus of profit; the place of the State, as 
representative of the general interest, emerged in later proposals. 

NovEMBER, 1935. De economische theorie der dualistische samenleving. 
J.H.Borke ‘“ The economic theory of dualistic living-together.” 
By “ dualistic living-together ” is meant the situation which arises 
when two groups live together with different standards and 
different social organisation, but where mutual contact is super- 
ficial, and where transition from one group to another is equivalent 
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to settling in a foreign country. Examples are to be found in 
extensive immigration before assimilation takes place; or in the 
contrast which may exist between sea-board towns subject to 
external influences and the rural interior. The article is concerned 
with the assumptions and the limits of the applicability of classical 
political economy, and with the recent economic literature 
produced under the influence of Eastern conditions. Zuwiderzee en 
Staat: II. H.N. TER VEEN. A continuation of the history of the 
Zuider Zee projects to the present day, with an indication of future 
problems, from the point of view of State intervention. 


Index (Stockholm). 


OcToBER, 1935. Japan and the World Economic Depression: II. 
EK. F. Penrose. J. ZAGORSKI. 


Baltic Countries. 


DECEMBER, 1935. The Baltic Clause in Treaties of Commerce. N. 
Kaasik. Economic Co-operation between the Northern Countries. 
B.Suvmanta. Swedish Agriculture. E.HowEr. The Economic 
Structure of Estonia. J. Janusson. The Share of the Baltic in 
the British Timber Market. J. ZAGORSKI. 


L’ Egypte Contemporaine. 
JANUARY-FEBRUARY, 1936. L’ Economie politique et quelques critiques 
récentes. C. Brescrani-Turroni. L’ Egypte moderne—problémes 
économiques et financiers. S. E. AnMEeD and A. W. Pacna. 
L’Industrie et le Commerce. I. G. Levi. La Monnaie et le 
Crédit. KE. Mrtnost. Statistics. J. 1. Craia. 


Social Research (Canton). 
OcToBER, 1935. T'wo Approaches to the Study of Social Psychology. 
C. 1. Sune. The Crisis of the Urban Society in China. E. Liv. 
Two Vital Problems confronting Labour in China. C.8. Wu. 





NEW BOOKS 


British. 


ApARKAR (B. P.). The Theory of Monetary Policy. London : 
P.S. King. 1935. 83”. Pp. ix + 125. 7s. 6d. 

[To be reviewed.] 

A Short History of the Abyssinian Question. British-Italian 
Bulletin. 1936. 84”. Pp. 45. 3d. 

[A short pamphlet putting the Italian case against Abyssinia.] 


Batuey (8. H.). The Anti-Drug Campaign. London: P.S. King. 
1935. 83” Pp. xiii + 263. 12s. 

[This book is intended for the specialist rather than for the ordinary econo- 
mist. After a summary of the main dangerous drugs, methods of manufacture 
and marketing, and the extent of the illicit traffic, an account is given of measures 
taken to control their manufacture and distribution by national and inter- 
national action from 1900 to the present day. The working of the League of 
Nations’ supervisory and advisory committees is described in detail and the 
text of various international Conventions given in Appendix I.] 
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BuKHARIN and OTHERS. Marxism and Modern Thought. Lon- 
don: Routledge. 1935. 9”. Pp. viii + 342. 10s. 6d. 

[Reviewed in this issue. ] 

BurnuaM (T. H.). Engineering Economics: Book I: Elements 
of Industrial Organisation and Management. Book II: Works 
Organisation and Management. London: Pitman. 1935. 83”. Pp. 
x + 280 and xiii + 312. 8s. 6d. 

[To be reviewed. ] 2 

CHESTER (D. N.). Public Control of Road Passenger Transport. 
Manchester University Press. 1936. 9”. Pp. xi + 226. 8s. 6d. 

[To be reviewed. ] 

CoaTMAN (J.). Magna Britannia. London: Jonathan Cape. 
1936. 8”. Pp. 384. 10s. 6d. 

[To be reviewed. ] 

Conference of British Commonwealth Statisticians, 1935, held at 
Ottawa, Canada. Ottawa: J. O. Patenaude. 1935. 92”. Pp. 49. 

[Contains important resolutions designed to secure uniformity and com- 
parability of statistics in various fields.] 

Cook (J. S.). In Defence of Sugar Beet. Ipswich: W. E. 
Harrison. 1935. 8}”". Pp. 32. 6d. (Paper.) ~ 

Co-operation and the New Agricultural Policy. The Horace 
Plunkett Foundation. London: P. 8S. King & Son. 1935. 8}”. 
Pp. viii + 136. 5s. 

[To be reviewed. ] 

Crump (W. B.). The Wool-Textile Industry of the Pennines in 
its Physical Setting. Journal of the Textile Institute. 1935. 93”. 
Pp. 20. (Paper.) 

[A reprint of an article in the Journal.] 

De Man (H.). Planned Socialism—The Plan du Travail of the 
Belgian Labour Party. N.F.R.B. 1935. 82”. Pp. 40. Ls. 

[This pamphlet contains an Introduction by the translator (G. D. H. Cole) 
pointing out the moral to the British Labour movement, an exposition of the 
theory of Socialist planning, as opposed to Reformism and the text of the Plan 
adopted by the Belgian Labour Party in December 1933. It proposes the 
nationalisation of the banks, the basic industries and transport, leaving other 
branches of production including land, in private hands, the provision by 
Economic Commissions and the State of Public Works and the raising of the 
standard of living.] 

Denmark in 1935. London: Economic League. 1936. 83”. Pp. 
63. 6d. (Paper.) 

[An examination of her economic position with special relation to Agriculture 
and Anglo-Danish Trade. ] 

Duncan (W. G. K.) (Ed.). Trends in Australian Politics. Sydney 
and London: Angus & Robertson. 1935. 7)”. Pp. vi 4+ 263. 5s. 

DunnaGe (J. A.). Transport and the Public. London: Routledge. 
1935. 73”. Pp. xii + 240. 6s. 

[To be reviewed. ] 

Education for Citizenship in Secondary Schools. Oxford Univer- 
sity Press. 1936. 73”. Pp. x + 263. 4s. 6d. 

[After introductory essays by Sir Ernest Simon and Mrs. Eva Hubback, various 
distinguished writers discuss the teaching of citizenship by different methods 
of approach, such as by way of history, geography, the classics, modern languages. 
Professor N. F. Hall contributes an interesting chapter on the methods and 
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successes of teaching economics in schools, and describes some curricula adopted. 
Mr. C. C. Carter of Marlborough and several others provide information regarding 
modern courses. } 

Erzia (P.). Bankers, Statesmen and Economists. London: 
Macmillan. 1935. 82”. Pp. xv + 252. 8s. 6d. 

[Reviewed in this issue.] 

Erzie (P.). The Exchange Clearing System. London: Mac- 
millan. 1935. 8%”. Pp. xiv + 220. 8s. 6d. 

[Reviewed in this issue. ] 

Fereuson (R. W.) (Ed.). Training in Industry. London: 
Pitman. 1935. 84”. Pp. xi+ 156. 6s. 

[To be reviewed.]  __ 

Friournoy (F. R.). British Policy towards Morocco in the Age of 
Palmerston, 1830-65. London: P. 8. King & Son. 1935. 83”. 
Pp. xiii + 288. 10s. 6d. 

[The author traces the development of British influence in the ancient empire 
of Morocco in the mid-nineteenth century, and with the aid of numerous manu- 
script despatches and letters, illustrates Palmerston’s policy with regard to that 
country.] 

Gorftcxi (R.). Poland and her Economic Development. London : 
Allen & Unwin. 1935. 73”. Pp. 124. 3s. 6d. 

[To be reviewed.] 

Hatt (W.). Key in our Bosom. London: Heath Cranton. 1936. 
71”. Pp. 160. 3s. 6d. 

[A Civil Servant offers a scheme for the solution of the monetary problem by 
means of Post Office vouchers and certificates. ] 

Hartoe (Sir P.) and Ruopes (E.C.). An Examination of Ex- 
aminations. London: Macmillan & Co. 1935. 9”. Pp. 81. Is. 
(Paper.) 

[Papers set in actual examinations are re-examined. The results appear to 
show both substantial divergencies between one examiner and another, and 
inconsistencies in the judgments of individual examiners at different times. But 
none of the precautions ordinarily adopted to eliminate such errors has been 
reproduced, and the report as it stands affords no convincing evidence for the 
general condemnation of the examination system.] 


HENDERSON (F.). Capitalism and the Consumer. London: Allen 
& Unwin. 1936. 73”. Pp. 156. 4s. 6d. 


[To be reviewed. ] 


Hixtton Youne (E.). The System of National Finance (3rd Edn.). 
London: John Murray. 1936. 82”. Pp. xi+ 239. 7s. 6d. 

[In this third edition, the author has brought up to date his account of the 
framework of financial administration and reduced the amount of space given 
to Debt in the second Edition (five chapters) to a single chapter on the National 
Debt, describing its chief permanent features. ] 


Houston (H.). The Fundamentals of Money. London: P. 8S. 
King. 1935. 83". Pp. ix + 221. 10s. 

[To be reviewed.] 

Howarp (L. E.). Labour in Agriculture: an International 
Survey. Issued by the Royal Institute of International Affairs. 
Oxford University Press. London: Humphrey Milford. 1935. 94”. 
Pp. xiv.+339. 18s. 


[Reviewed in this issue.] 
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Husparp (G. E.). Eastern Industrialisation and its Effect on the 
West. Oxford University Press. 1935. 9”. Pp. xxiii-+ 395. 18s. 

[To be reviewed. ] 

Italy as a Buyer from the British Empire. London: Italian 
Chamber of Commerce. 1935. 93”. Pp. 28. (Paper.) 

Jacos (C. P. G.). Credit. Carshalton, Surrey: Constructive 
Commonwealth Union. 1936. 832”. Pp. 95. 3s. 

[After an exposition of the monetary system and its relation to the depres- 
sion, the author propounds a scheme for a ‘‘ Goods Standard Monetary System.”’] 

JonEs (R. W.). Studies in Practical Banking. London: Pitman. 
1935. 8”. Pp. xvii + 333. 7s. 6d. 

[Reviewed in this issue. ] 

Jones (Tudor). You and Parliament. London: Figurehead. 
1935. 7}”. Pp. 71. 1s. (Paper.) 

Kine (W. T. C.). History of the London Discount Market. 
London: Routledge. 1936. 832”. Pp. xix + 355. 15s. 

[To be reviewed. ] 

Kvuczynski (R. R.). The Measurement of Population Growth. 
London: Sidgwick & Jackson. 1935. 832”. Pp. 255. 12s. 6d. 

[To be reviewed. ] F = 

Lorwin (L. L.) and Wusnie (A.). Labor Relations Boards. Wash- 
ington: The Brookings Institution. 1935. 8}”. Pp. xiv + 473. 
$3.00. 


[To be reviewed. ] 


Macerecor (D. H.). Industrial Combination (Reprint). London 
School of Economics. 1906 and 1935. 8?”. Pp. ix + 245. 6s. 

[One of the new series of Reprints of Scarce Works in Political Economy 
published by the London School of Economics. Available to members of the 
Royal Economic Society at 5s.] 

MAcKENZIE (K.). The Banking Systems of Great Britain, France, 
Germany and the United States of America. (2nd Edn. Revised.) 
London: Macmillan. 1935. 7}”. Pp. xxi + 269. 3s. 6d. 


[Reviewed in this issue. ] 


Mayer (G.). Friedrich Engels. London: Chapman & Hall. 
1936. 832”. Pp. 323. 15s. 


[To be reviewed. ] 


MecrAH (M.). The Bills of Exchange Act, 1882. London: Pit- 
man. 1935. 84%”. Pp. xx + 223. 6s. 


[Reviewed in this issue.] 


Menzies-Kircuin (A. W.). Land Settlement—Report for Carnegie 
United Kingdom Trustees. Edinburgh: Constable. 1935. 93”. 
Pp. ix + 175. 

[To be reviewed. ] 

Miits (R. C.) and WALKER (E. R.). Money. Sydney, Australia : 
Angus & Robertson. 1935. 73%”. Pp. ix +219. 5s. 

[To be reviewed. ] 

Mvxurtar (A.). Trade Unionism and Labour Disputes in India. 
Madras: Longmans, Green & Co. 1935. 83”. Pp. vii-+ 25]. 
10s. 6d. 


[To be reviewed. ] 
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Muwro (H.). Artificial Restrictions on Consumption. Dingwall : 
George Souter. 1935. 84”. Pp. 27. 1s. (Paper.) 

[The author proposes a scheme for the regulation of the proportions in which 
the national income is spent on capital and consumption, by means of which the 
anomaly of ‘‘ poverty in plenty ’’ may be eliminated. He advocates repayment 
of the National Debt and State control of saving.] 

Nasu (E. F.). Machines and Purchasing Power. London: Rout- 
ledge. 1935. 74”. Pp. vii + 229. 6s. 

[Reviewed in this issue. ] 

Novurss (E.G.). Marketing Agreements under the A.A.A. Wash- 
ington: The Brookings Institution. 1935. 84”. Pp. xii + 446. 
$2.50. 

[To be reviewed. ] 

Picou (A. C.). Protective and Preferential Import Duties. 
[Reprint.] London: Macmillan. 1906and 1935. 82”. Pp. xiv + 117. 
6s. 


[One of the new series of Reprints of Scarce Works in Political Economy, 
published by the London School of Economics. Available to members of the 
Royal Economic Society at 5s.] 

PLEYDELL-BOvUVERIE (C.). Objective Evolution. London: Wil- 
liams & Norgate. 1936. 9”. Pp. 233. 7s. 6d. 

[This book “ presents a politico-cosmological ideal whose aim is the evolution 
of the efficiency of psychic reactions to the status of sense. . . . The author has 
been a Conservative, a Socialist and a Communist in turn, and is now the advocate 
of a ‘Consumer’s Monetary Expansionist ’ policy linked to the producer system 
through the medium of price.’’] 

Potanyl (M.). U.S.S.R. Economics. Manchester University 
Press. 1936. 93”. Pp. 25. 1s. (Paper.) 

[An article on the economic development of the U.S.S.R. during the last few 
years. Brief notes, illustrated by statistics, are given on food, housing, wages, 
ete.; the author deals with ‘ Planning and Efficiency,’ and emphasises the 
tremendous cultural advances and the general atmosphere of enthusiasm and 
confidence. ] 

Reynotps (L. G.). The British Immigrant. Toronto: Oxford 
University Press. 1935. 82”. Pp. xx + 364. $3.00. 

[To be reviewed. ] 

Rossins (L.). The Nature and Significance of Economic Science. 
2nd Edn., revised and extended. London: Macmillan. 1935. 
82”. Pp. xvi+ 160. 7s. 6d. 

[The author apologises for certain obscurities in the first edition, which 
created an entirely false impression of his views on the function and limitations 
of economic science and its application to practice. Sections of Chapter VI, 
“The Significance of Economic Science,” have been rewritten, explaining such 
concepts as the assumption of purely rational conduct, and of Chapter V, 
““Economic Generalisations and Reality,’ emphasising the contrast between 
qualitative laws and quantitative “‘ Laws ”’ of statistical analysis. Short sections 
in Chapters IV and V have been added dealing with the relation between statics 
and dynamics, and certain footnotes revised. ] 

Roso (E.). Medieval Farnham. Farnham: Langham. 1935. 
10}”. Pp. xii + 326. 21s. 

[To be reviewed. ] 

Rocer (C.). Economic Control—The Experiment of Belgium. 
The Catholic Social Guild. 1935. 7”. Pp. 80. 1s.  (Paper.) 


[The author traces the history of Belgium’s crisis and the events leading to 
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the devaluation of the belga in 1934; he shows how the ‘‘ New Deal ” launched 
by the Government to combat the depression, though based upon, was not a 
mere imitation of the American model, being more limited in scope. He attacks 
De Man for his Plan du Travail and compares him unfavourably with the Catholic 
Prime Minister, Van Zeeland. ] 

StnverMAN (H. A.). The Substance of Economics. 9th Edn. 
London: Pitman. 1935. 84”. Pp. xvii + 352. 6s. 

[A thorough revision and enlargement of this book was made in the 8th edition 
(1933). The present edition contains only slight alterations and additions; thus 
the mention of Capital Investment in the U.S.S.R. on p. 97, and the bringing up 
to date of Cost-of-Living tables on p. 193.] 

Sixth International Congress for Scientific Management, held at 
London, July 1935. London: P.S. King. 1935. 1132”. 

[Includes a number of papers on farm management, on education and training 
for industrial management, on methods of controlling production and on the 
distribution and marketing of goods. Of those dealing with British conditions, 
the most interesting are one on ‘Costing and Production Control in the 
Woollen Industry,” by Mr. D. R. H. Williams, and one on ‘‘ Rationalisation of 
the Management of Companies under a Merger,” by Mr. C. G. Renold, of the 
Renold and Coventry Chain Co.; of foreign papers, that by Drs. Link and Likert 
on “‘ Scientific Techniques in Measuring Distribution and Factors Affecting 
Distribution ” deserves special mention.] - ~ 

SuticuTeR (S. H.). Towards Stability. New York: Henry Holt. 
1935. 8”. Pp. xi+ 211. $2.00. 

[To be reviewed. ] 

Social Planning for Canada. The Research Committee of the 
League for Social Reconstruction. ‘Toronto: Thomas Nelson. 1935. 
9)". Pp. xv + 528. 18s. 

[Reviewed in this issue. ] 

Sourav (R. H.). An Outline of European Economic Development. 
London: Longmans. 1935. 83”. Pp. xi + 307. 7s. 6d. 

Spatpinc (W. F.). The Finance of Foreign Trade. London: 
Pitman. 1936. 83”. Pp. xi + 223. 7s. 6d. 

[To be reviewed. ] 

SuspBa Rao (N.S.). Some Aspects of Economic Planning. Banga- 
lore City: Bangalore Press. 1935. 7}”. Pp. 271. 

{To be reviewed. ] 

Sydney University Reprints. Series XII. Social Sciences. 
Sydney: Australasian Medical Publishing Company. 1935. 10%”. 

[Includes three papers by E. R. Walker on “* Limited Competition,” *‘ Saving 
and Investment,’ and ‘“‘ Structural Charges and Cyclical Variation.”’] 


The Industrial Position of the North-East Coast of England. 
Economics Department, Armstrong College, Newcastle-upon-Tyne. 
London: P. 8S. King & Son. 1935. 83”. Pp. vii + 54. 2s. 6d. 

[Brings up to date the Survey of the North-East Coast made by the staff of 
Armstrong College in 1932.] 

Tuomas (S. E.). Elements of Economics. 7th Edn. London: 
The Gregg Publishing Co., 1934. 9”. Pp. 737. 10s. 6d. 

[There is no change in the theoretical part of this book, but chapters on 
practical issues, e.g. the London Money Market, Foreign Exchanges, the Gold 
Standard, International Trade and Public Finance, have been revised and 
brought up to date. There are additional sections on the Crisis of 1931 and on 
recent economic analysis. ] 
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TILLYARD (FRANK). The Worker and the State. 2nd Edn. 
London: Routledge. 1936. 83”. Pp. x+ 308. 12s. 6d. 

[The principal changes since the publication of this book in 1923 are the 
addition of new sections on Trades Unions and National Insurance (32 pages in 
all), and of accounts of such developments as Workmen’s Compensation and 
Shop Act, etc., at the expense of certain Reports of Departmental Committees. ] 

Unemployment—An International Problem. Issued by the Royal 
Institute of International Affairs. Oxford University Press. 1935. 
93”. Pp. viii + 496. 25s. 

[Reviewed in this issue.] 

Union of South Africa. Report of the Industrial Legislation 
Commission. South Africa: Government Printers, Pretoria. 12}”. 
Pp. 181. 6s. 

[To be reviewed. ] 

Wake (J.). Northampton Vindicated. Kettering: The Leader 
Press. 1935. 9”. Pp. 31. 2s. (Paper.) 

[An entertaining pamphlet on an episode of early railway history. Contrary 
to the view currently held, it was not the “‘ idiocy of the inhabitants in refusing 
to allow the railway to come near the town ’—they indeed clamoured for the 
line—but the opposition of the landed and ecclesiastical interests, together with 
technical engineering difficulties, that prevented Northampton being accessible 
to main line traffic until 1875.] 

Wess (S. and B.). Soviet Communism: a New Civilisation ? 
2 Vols. London: Longmans. 1935. 8”. Pp. ix+ 1174. 35s. 

[Reviewed in this issue.] 

Witucox (O. W.). Nations can Live at Home. London: Allen 
& Unwin. 1935. 8”. Pp. 279. 10s. 

[The problem of population in relation to production is examined, and the 
opinion advanced that the “‘ Malthusian bogey ”’ is not yet extinct. The author 
explains the scientific basis of Agro-biology (the Appendix contains mathematical 
examples) by means of which potential food production can be enormously 
expanded. It is argued that the surest means for promoting international peace 
lies in nations becoming economically self-sufficient. | 


American. 


Administration of Public Employment Offices and Unemployment 
Insurance (Canada, France, Sweden and Switzerland). New York: 
Industrial Relations Counselors, Inc. 1935. 9”. Pp. xi + 395. 
$3-50 

[To be reviewed. ] 

Betu (J. W.). A Guide to the Study of Money and Banking. 
3rd Edn., Revised. U.S.A.: J. W. Bell. 1935. 102”. Pp. xxvii + 
252. (Paper.) 

BoswE tt (J. L.). The Economics of Simon Nelson Patten. Phila- 
delphia : University of Pennsylvania. 1935. 9”. Pp. 156. 

[Patten was Professor in the University of Pennsylvania, 1888-1917.] 

Conflicting Taxation. The 1935 Progress Report of the Inter- 
State Commission on Conflicting Taxation. Chicago, Illinois: The 
American Legislators’ Association and the Council of State Govern- 
ment. 1935. 102”. Pp. 202. 
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Davenport (H. J.). The Economics of Alfred Marshall. Ithaca : 
Cornell University Press; London: Oxford University Press. 1935. 
9”. Pp. 481. 18s. 

[To be reviewed. ] 

Fritz (W. G.) and Vrerenstra (T. A.). Regional Shifts in the 
Bituminous Coal Industry. University of Pittsburgh: Bureau of 
Business Research. 1935. 9”. Pp. xv + 197. 

[To be reviewed. ] 

GayeER (A. D.). Public Works in Prosperity and Depression. New 
York: National Bureau of Economic Research. 1935. 9}”. Pp. 
xx + 460. 12s. 6d. 

[To be reviewed.] 

GoopBaR (J. E.). Managing the People’s Money. New Haven: 
Yale University Press. 1935. 93”. Pp. xi+ 578. $4.50. 

[To be reviewed.] 

Hiss (N. E.) (Ed.). Economics, Sociology and the Modern World 
—Essays in Honor of T. N. Carver. Harvard University Press and 
Oxford University Press. 1935. 94”. Pp. xii + 327. 21s. 


[To be reviewed. ] 


Kiwmet (L. H.). The Taxation of Banks. Philadelphia: Uni- 
versity of Pennsylvania. 1934. 9”. Pp. 148. 
[Traces trends in bank taxation, 1921-1934, and the effects on banking policy.] 


Kine (C. L.). Public Finance. New York: The Macmillan Co. 
1935. 8%”. Pp. 602. 16s. 


[To be reviewed.] 


Meap (R. R.). An Analysis of the Decline of the Anthracite In- 
dustry since 1921. Philadelphia: University of Pennsylvania. 1935. 
9”, Pp. 122. 

[Shortages and strikes made consumers unwilling to depend exclusively on 
anthracite. Fuel oil, coke, and smokeless bituminous coal have steadily invaded 
the market.] 


PERLMAN (S.) and Tarr (P.). History of Labor in the United 
States, 1896-1932. New York: The Macmillan Co. 1935. 83”. 
Pp. viii + 683. 17s. 


[To be reviewed. ] 


PRiIBRAM (K.). Cartel Problems. Washington: The Brookings 
Institution. 1935. 84”. Pp. 287. $2.50. 


[To be reviewed. ] 


Roserts (H. van D.). Boisguilbert, Economist of the Reign of 
Louis XIV. New York: Columbia University Press. 1935. 9}. 
Pp. x + 378. 18s. 


[To be reviewed. ] 


Ryan (F. L.). Industrial Relations in the San Francisco Building 
Trades. University of Oklahoma Press. 1935. 9}”. Pp. ix + 241. 
$3.00. 

[The development of Collective Bargaining in the San Francisco Building 
Industry is traced. The period from 1849 to 1896, when there existed no per- 
manent organisation of either employers of employed, was characterised by low 
wages and disgraceful conditions. The Building Trades Council, formed in 
1896, materially improved the economic conditions of the workers, thereby 
greatly increasing costs to employers, who formed associations to combat Trade 
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Union influence. Since 1921 the industry has been dominated by the Em- 
ployers’ Industrial Association, and has been involved in continual unrest. In 
particular the slump of 1930, with its consequent unemployment, greatly reduced 
the standard of living.] 

Scnemp (E. K.). Merger Merchandising in the Packaged Food 
Products Industry. Philadelphia: University of Pennsylvania. 1935. 
9”. Pp. 119. 

[Contrasts the methods of four mergers and four independent manufacturers 
in respect of selling organisation, advertising, administration, and expenses, and 
examines the ways in which the methods adopted affect the consumer.] 

TEELE (S. F.). Expenses and Profits of Limited Price Variety 
Chains in 1934. Harvard University Graduate School of Business 
Administration. 1935. 11”. Pp. vi+ 45. $1.00. (Paper.) 

Tower (J. A.). The Oasis of Damascus. American University of 
Beirut. 1935. 93”. Pp. 51. (Paper.) 

Witiarp (J. F.). Parliamentary Taxes on Personal Property, 
1290-1334. Cambridge, Mass.: Medizval Academy of America. 
1934. 103”. Pp.-xii + 357. 


[To be reviewed. ] 


French. 


BecKkERATH (U. von). Créer du travail doit-il nécessairement 
cotter de l’argent? Paris: Sirey. 1935. 93”. Pp. 156. 15 fr. 
English Translation : Does the Provision of Employment Necessitate 
Money Expenditure? London: Williams & Norgate. 1935. 94”. 
Pp. 160. 4s. 6d. 

[To be reviewed. ] 

BountaTIAN (M.). Dépression, Progrés technique et Dévaluation. 
Paris: Librarie Générale de Droit et de Jurisprudence. 1935. 9”. 
Pp. 121. 18 fr. 

Evolution du Crédit et contrdle des Banques. La réforme 
économique aux Etats-Unis. Paris: Domat-Montchrestien. 1935. 
9”. Pp. 249. 40 fr. 

{In this book are published two speeches and discussion at the Conference of 
French-speaking economists held in March 1935, one by M. Ansiaux on the control 
of credit, advocating State action to secure greater stability and one by M. 
Oualid on the N.R.A.—its background, methods, economic effects and future.] 

Graziapii (A.). La Théorie de la Valeur. Paris: Les Editions 
Rieder. 1935. 9”. Pp. 110. (Paper.) 15 fr. 

GuintaumME (G.). L’Economique rationelle. Paris: Gauthier- 
Villars. 1932. 10’. Pp. 244. 50 fr. 

LE Brancuu (J.-Y.). Les Origines du Capitalisme en Angleterre. 
Paris: Recueil Sirey. 1935. 8”. Pp. 95. 12 fr. 

[Reviewed in this issue.] 

LescureE (J.). L’Epargne en France, 1914-33. Paris: Domat- 
Montchrestien. 1936. 73”. Pp. 197. 15 fr. 

[An account, fully illustrated by statistics, of the extent and direction of 
Savings in France from 1914 to the present day.] 

Mélanges offerts 4 Ernest Mahaim. TomeI: Sciences économiques 
et sociales. Tome II: Sciences juridiques. Paris: Recueil Sirey. 
1935. 92”. (I) Pp. xxxiv + 429. (II) Pp. 686. 


[To be reviewed.] 
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MitHAup (E.). La Compensation Organisée. Paris: Recueil 
Sirey. 1935. 10”. Pp. 322. 20 fr. 

(To be reviewed. ] 

Nocaro (B.). La Monnaie et les Phénomenes monétaires con- 
temporains. Paris: Librarie générale de Droit et de Jurisprudence. 
1935. 9”. Pp. 442. 45 fr. 

[To be reviewed. ] 

Nogaro (B.). Les Prix agricoles mondiaux et la Crise. Paris: 
Librarie générale de Droit et-de Jurisprudence. 1936. 9”. Pp. 167. 

[The object of this book is to examine the recent trend of agricultural prices 
in the world market, as one of the principal features of the present crisis. One 
chapter is devoted to wheat, others to primary and secondary products, and one 
to the special agricultural problems of France. The author proves that price 
fluctuations tend to coincide with those of supply and demand. | 

Satnt-GERMEs (J.). Essai sur l’évolution du Capitalisme. Paris : 
Recueil Sirey. 1935. 8”. Pp. 67. 6 fr. (Paper.) 

SILBERNER (E.). L’Cuvre économique d’Antoine-Elisée Cher- 
buliez. Geneva: Librairie de l'Université. 1935. 93”. Pp. 238. 

{Cherbuliez (1797-1860) was Professor of Political Economy and Statistics at 
Ziirich from 1855 until his death. ] 


Belgvan. 


La Crise de I’Etalon-Or. Brussels: La Renaissance du Livre. 
1935. 83”. Pp. 171. 20 fr. 

[An examination of the problem of the Gold Standard in the post-War world, 
with particular reference to Belgium, 1926-34 and Great Britain 1931-4. The 
author analyses the reasons for its failure and advocates an early return to a 
reformed Gold Standard, under the control of the Bank for International Settle- 
ments. | 


German. 


Eaner (E.). Bliite und Verfall der Wirtschaft. Leipzig: Felix 
Meiner. 1936. 9}”. Pp. x + 183. Rm. 4.80. 

[A treatise on the theory of economic development, historically considered, 
with suggestions as to the elimination of alternating periods of prosperity and 
depression. ] 

Harner (Dr. G.). Der deutsche Schrotthandel. Rostock: Carl 
Hinstorff. 1935. 82”. Pp. viii + 262. Rm. 8.50. 

C. KapFERER uND J. SCHWENZNER. Export-Betriebslehre. 
Mannheim : Verlagshaus GMBH. 1935. 832”. Pp. xi+ 319. Rm. 13. 

[An exhaustive text-book on the export trade—its theory, technique, finance 
and future. ] 

Kuczynsk1 (J.). Weltproduktion und Welthandel. Libau: G. D. 
Meyer. 1935. 93”. Pp. 72. Rm. 3.90. - 

[A study of the growth of industry during the last hundred years, with special 
reference to the development of monopoly. ] 

Mackenrotu (G.) and Kress (F.). Die Wirtschaftsverflechtung 
des Britischen Weltreiches. Berlin: Junker und Diinnhaupt. 1935. 
93”. Pp. viii + 229. Rm. 11. 


[To be reviewed. ] 
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Mavs (L.). Deutschlands Rohkautschukversorgung. Hamburg : 
Paul Evart. 1935. 83”. Pp. 60. 

[A dissertation on the Rubber industry from 1830 to the present day in con- 
nection with Germany’s need for access to raw-material supplies.] 

MenzeL (M.). Uber die Standortsorientierung der deutschen 
chemischen Industrie. Hamburg: Niemann and Moschinski. 1935. 
83”. Pp. 68. 

[A dissertation in the Weber tradition examining the factors influencing the 
location of the chemicalindustry. It considers them both in general terms, taking 
into account such factors as cartels, customs duties and rents, and in detail 
as they affect particular branches of the industry.] 

MiTscHERLICH (W.). Die Lehre von den beweglichen und starren 
Begriffen. Stuttgart: Kohlhammer. 1936. 94”. Pp. xiii + 451. 
Rm. 16. 

[A treatise on static and dynamic concepts in economics. After a theoretical 
exposition, the author discusses their application to practice, from historical and 
sociological points of view.] 

NeEvuMARK (F.). Neue Ideologien der Wirtschaftspolitik. Leipzig 
and Vienna: Franz Deuticke. 1935. 10}”. Pp. 82. (Paper.) Rm. 3. 


Pau (A. G.). Die Auseinandersetzung mit der Wirtschaftskrise 
in Frankreich. Hamburg: C. Trute. 1935. 84”. Pp. 101. 

[A dissertation on the French financial crisis and the measures taken to 
overcome it, with a conclusion as to its political and social consequences. ] 

REITHINGER (A.). Wirtschaftsbeobachtung und Wirtschaftsord- 
nung. Leipzig: Felix Meiner. 1936. 91”. Pp. vii + 183. Rm. 7.80. 

[After an introduction on the liberal economic order, the author deals with 
theories of planning, emphasising the need for exact statistical observations. 
He considers the question in relation to the money market, production and 
distribution, labour, etc., generally and in particular industries. ] 

Remer (J.). Die geistigen Grundlagen der historischen Schule 
der Volkswirtschaftslehre. Leipzig: Hans Buske. 1935. 9}”. Pp. 
ix +112. Rm. 3.60. 

SIEVEKING (H.). Wirtschaftsgeschichte. Berlin: Springer. 1935. 
10}”. Pp. vii+ 209. Rm. 13.80. (Paper.) 

[An economic history of the world from the beginnings of primitive and 
classical civilisation to present-day Capitalism. The author stresses the modern 
tendencies towards combination, both in labour organisation and monopolies.] 

SomMER (L.). Neugestaltung der Handelspolitik. Berlin: Carl 
Heymanns and Vienna: Osterreichischer Wirtschaftsverlag. 1935. 9”. 
Pp. 400. 

[To be reviewed. ] 

STRIEDER (J.). Zur Genesis des modernen Kapitalismus. 2nd 
Edn. Munich and Leipzig: Duncker und Humblot. 1935. 9}. 
Pp. xvi + 232. Rm 7. 

VuiEvGELs (W.). Die Kritik am wirtschaftlichen Liberalismus. 
Munich and Leipzig: Duncker und Humblot. 1935. 94”. Pp. 40. 
Rm. 1.40. 

WAGEMANN (E.). Narrenspiegel der Statistik. Hamburg: Han- 
seatische Verlagsanstalt. 1935. 9}”. Pp. viii + 255. Rm. 6.80. 


[To be reviewed. | 
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Austrian. 


Puescu (A.). Die Goldklausel. Vienna: Manzsche Verlags- und 
Universitats-Buchhandlung. 1936. 9”. Pp. 161. 

[A collection of international documents and ratifications of Gold clauses for 
nine different countries. ] 


Netherlands. 

VaLkK (Dr. W. L.). Conjunctuurdiagnose. (Abstracts in English 
and French.) Haarlem: De Erven F. Bohn. 1935. 9”. Pp. 
xxii + 541. Hl. 6. 

[To be reviewed.] 

Italian. 


Annali di Economia, Vol. II. Padua: Cedam. 1935. 10”. 
Pp. 510. 

Annuaire international de Législation agricole 1934. Rome: Villa 
Umberto I. 1935. 93”. Pp. lxx + 922. 

Feperict (L.). Sanzioni. Turin: Einaudi. 1936. 8}”. Pp. 
173. 

JANNACCONE (P.). Prezzi e Mercati. Turin: Einaudi. 1936. 
10”. Pp. 375. 401. 

Prsenti (A. M.). La Politica finanziaria e monetaria dell’ Inghil- 
terra. Padua: Cedam. 1934. 10”. Pp. xviii + 340. 431. 

[To be reviewed. ] 

VerRI (P.). Bilanci del Commercio dello Stato di Milano. Turin: 
La Riforma Sociale. 1932. 103”. Pp. 117. 


Spanish. 
Banos (O. F.) and Szeaurapo (A.). Estructura y dinamica de los 
Precios en Espafia desde 1913 hasta 1934. Madrid: Grafica Adminis- 
trativa. 1935. 94”. Pp. 48. (Paper.) 


Polish. 


Lutte contre le chémage des travailleurs intellectuels en Pologne. 
Warsaw: Instytut Oswiaty Pracowniczej. 1936. 83”. Pp. 87. 
(Paper.) 

Scandinavian. 


Linp (C.). Statistical Investigations into the Economy of Retail- 
ing. The Provision Trade. Copenhagen: Nordisk Forlag. 1935, 
10”. Pp. 52. 

[A statistical investigation of the turnovers, profits, costs, employment con- 
ditions, etc., of eighty-five grocery and provision shops in Copenhagen. ] 


Chinese. 


Lin (Wer-YinG). China under Depreciated Silver, 1926-31. 
Shanghai: The Commercial Press. 1935. 9}”. Pp. xiii + 230. 

[To be reviewed.] 

Wricut (S. F.) and Gusson (J. H.). China’s Customs Revenue 
since the Revolution of 1911. Shanghai: Statistical Department of 
Inspectorate General of Customs. 1935. 9}’. Pp. vi + 674. 
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Official 


BRITISH. 


Report on the Fourth Census of Production of the United 
Kingdom (1930). Part V. General Report. London: H.M. 
Stationery Office. 1935. 93”. Pp. vi+ 175. 3s. 

Report on the Import Duties Act Inquiry (1933), Part I. 
London: H.M. Stationery Office. 1935. 93”. Pp. xii + 329. 
38. 

Statistical Abstract for the British Empire, 1925-34. (Trade 
and Commerce Section.) London: H.M. Stationery Office. 1935. 
93”. Pp. xv +217. 3s. 6d. 

An Economic Survey of the Colonial Empire (1933). Issued 
by the Colonial Office. London: H.M. Stationery Office. 1935. 
12”. Pp. vi+ 573. 25s. 

The Ulster Year Book, 1935. Belfast: H.M. Stationery 
Office. 1935. 93”. Pp. xli + 306. Is. 

Commonwealth Grants Commission. Second Report, 1935. 
Government of the Commonwealth of Australia. 93”. Pp. 175. 
2s. 6d. 

Report on an Inquiry into Working-Class Family Budgets in 
Bombay City. Bombay: Government Central Press. 1935. 
94”. Pp. 44. 4d. 

Australian Statistics. Bulletin No. 140. June, 1935. 

Rapport sur le Commerce exterieur de |’Kgypte pour l’année 
1934. Ministére des Finances, Egypte. Cairo: Imprimerie 
Nationale. 1935. 11”. Pp. 152. 


LEAGUE OF NATIONS. 


Balances of Payments, 1934. Geneva (London: Allen and 
Unwin). 1935. 103”. Pp. 197. 6s. 

International Trade Statistics, 1934. Geneva (London: 
Allen and Unwin). 1935. 10%”. Pp. 364. 10s. 


INTERNATIONAL LABOUR OFFICE. 


International Labour Office. Three Sources of Unemploy- 
ment. Wladimir Woytinsky. Geneva (London: P. 8. King). 
1935. 93”. Pp. viii + 166. 5s. 








